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Senator from Nebraska? The Chair 
hears none, and the nomination will g~ 
over temporarily. 

MUNITIONS BOARD 

The Chief Clerk read the nomination 
of John D. Small, of New York, to be 
Chairman of the Munitions Board. 

The PRESIDENT pro tempore. With-­
out objection, the nomination is con­
firmed. 
MUNICIPAL COURT FOR THE DISTRICT 

OF COLUMBIA 

The Chief Clerk read the nomination 
of Andrew J. Howard, Jr., of the District 
of Columbia, to be associate judge of the 
Municipal Court for the District of 
Columbia. 

The PRESIDENT pro tempore. With­
out objection, the nomination is con• 
firmed~ 

DISTRICT OF COLUMBIA REDEVELOP­
MENT LAND AGENCY 

The Chief Clerk read the nomination 
of John A. Rem on, of the District of Co­
lumbia, to be a member of the District . 
of Cblumbia Redevelopment Land 
Agency for the term expiring March 3, 
1955. 

The PRESIDENT pro tempore. With­
out objection, .the nomination is con-
firmed. · 

ECONOMIC STA!3ILIZATION AGENCY 

The Chief Clerk .read.the nomination 
of Alan Valentine, of New York, to be 
Economic Stabilization Administrator. 

The PRESIDENT pro tempore. With­
out objection, the nomination is con­
firmed. That completes the Executive 
Calendar. 

RECESS 

Mr: LUCAS. I move that the Senate 
stand in recess until 12 o'clock noon 
tomorrow. 

The motion was agreed to; and Cat 3 
o'clock and 19 minutes p. m.) the Senate 
took a recess until tomorrow, Wednes.:. 
day, December 6, 1950, at 12 o'clock 
meridian. 

NOMINATION 

Execµtive nomination received by the 
Senate December 5 (legislative day of 
November 27), 1950: 

CALIFORNIA DEBRIS COMMISSION 
Lt. Col. William R. Shuler, Corps of Engi­

neers, to serve as member of the California 
Debris Commission provided for by the act of 
Congress approved March 1, 1893, entitled 
;'An act to create the California Debris Com­
mission and regulate hydraulic mining in the 
State of California," vice Brig. Gen. Walter 
D. Luplow, to be relieved. 

CONFIRMATIONS 

Executive nominations confirmed by 
the Senate December 5 (legislative day 
of November 27), 1950: 

MUNITIONS BOARD 
John D. Small, of New York to be Chair­

man of ~he Munitions Board. 

M°UNICIPAL COURT FOR THE DISTRICT OP 
COLUMBIA 

Hon. Andrew J. Howard, Jr., of the District 
of Columsia, to be associate judge of the 
municipal court for the District of Columbia. 

DISTRICT OP COLUMBIA REDEVELOPMENT LAND 
AGENCY 

John A. Remon, of the District of Columbia, 
to be a member of the District of Columbia 
Redevelopment Land Agency for the term 
expiring March 3, 1955. 

ECONOMIC STABILIZATION AGENCY 
Alan Valentine, of New York, to be Eco­

nomic Stabilization Administrator. 

HOUSE OF REPRESENTATIVES 
TUESDAY, DECEMBER 5, 1950 

The House met at 12 o'clock noon. 
The Chaplain, Rev. Bernard Bras­

kamp, D. D., offered the following prayer: 
O Thou, who art the Lord God om­

nipresent, omniscient, and omnipotent, 
in this moment of prayer we are beseech­
ing Thee for a greater faith in Thy 
presence, wisdom, and power. 

Grant that our faith in these attri.:. 
butes of Thy divine being may not simply 
be a formal creed which we affirm and 
profess but may it be a real personal ex­
perience. 

May it be a source of peace and power 
enabling us to conquer· all our fears and 
anxieties and strengthening us for every 
trial and tribulation. 

We pray that our President, our 
Speaker, and all the Members of this 
legislative body may. be richly endowed 
with faith. May they be blessed with a 
calm and confident spirit which is essen­
tial to wise judgment and decision and 
which will inspire them to carry on with 
courage and steadfast purpose. 

Give us daily the firin conviction that 
Thou hast placed us in a moral universe 
and that righteousness and justice and 
.all the spiritual values of freedom, good 
will, kindness, purity, love, and peace 
must prevail. 

Hear us in Christ's name. Amen. 
The Journal of the proceedings of yes .. 

terday was read and approved. 
PERMISSION TO ADDRESS THE HOUSE 

Mr. THOMAS. Mr. Speaker, I ask 
unanimous consent to address the House 
for 1 minute and to revise and extend my 
remarks and include an editorial. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Texas? 

There was no objection. 
[Mr. THOMAS addressed the House. 

His remarks appear in the Appendix.] 
Mr. REED of New York. Mr. Speaker, 

I ask unanimous consent to address the 
House for 1 minute to explafo a motion 
to recommit that will ·be offered to the 
pending tax bill, and to revise and extend 
my remarks. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

·There was no objection. 
REPUBLICAN MOTION TO RECOMMIT TAX 

BILL 

· Mr. REED of New York. Mr. Speaker, 
on Monday, December 4, Secretary 

Snyder in his testimony before the Sen­
ate Finance Committee said: 

Th,e revenue yield of the House bill (H. R. 
9827) is about $3,000,000,000 or $1,000,000,000 
short of the President's recommendation, and 
unless the bill is modified to increase its yield 
it will not meet the objective set by the 
administration, even before the recent de­
terioration of the international situation. 

To meet this challenge for more rev­
enue, when the Nation is facing a possi­
ble Dunkerque in Korea, and to more ef­
fectively: First, take the profits out of 
war; second, raise additional revenue; 
and third, combat the rising cost of liv­
ing, the Republican minqrity will move 
that H. R. 9827 be recommitted to the 
Committee on Ways and Means with in­
structions · to report it back forthwith 
with two simple amendments to provide: -
A, that the corporate surtax be raised by 
five percentage points; and B, that the 
average earnings credit be 100 percent 
instead of 85 percent. 

The Republican motion should be 
adopted for the following reasons: · 

First. It will raise at least $500,000,000 
more revenue than H. R. 9827. 

At a $40,000,00.0,000 level of corporate 
profits the Republican proposal will yield 
approximately $3,500,000,000-$500,000,-
000 more than the · $3,000,000,000 esti-
mated under H. R. 9827. · 

At a $48,000,000,000 corporate pr~fits 
level the Republican proposal will yield 
approximately $6,400,000,000, or $1,800,-
000,000 more than the $4,600,000,000 esti­
mated under H. R. 9827. This estimate 
is made by the staff of the Joint Com_; 
mittee on Internal Revenue Taxation. 

Second. It will substantially reduce 
the hardships and discriminations in H. 
R. 9827 and at the same time will spread 
the increased tax loads more equitably. 

Under H. R. 9827 between 70,000 and 
80,000 corporations will be subjected to 
the special 75-percent tax which will 
apply to all profits greater than 85 per­
·cent of their normal profits. By per­
mitting corporations to earn 100 per:.. 
cent of their normal profits before being 
subjected to the 75-percent levy, the 
number of corporations to which the 
special 75-percent levy applies will be 
reduced. H: R. 9827 consists of two pages 
imposing the tax and approximately 146 
of exceptions, special rules, exemptions, 
credits, and so forth. By increasing the 
average earnings basis to 100 percent the 
need for corporations to seek relief un­
der these 146 complicated pages will be 
reduced. 

At the same time, however, by increas-
. ing the surtax rate by 5 per~entage points 

not just 70,000 or 80,000 corporations but 
the 300,000 taxable corporations with 
surtax net income over $25,000 will pay 
some increased tax to help meet our de­
·f ense program. The 100,000 corpora- · 
tions with taxable income of $25,000 or 
less will not be affected. 

Third. It will limit the application of 
the special 75-percent rate to what can 
more fairly be described as war profits. 

A basic fallacy and defect of H. R. 
9827 is that no attempt has been made 
to limit the application of the special 
75-percent rate to exces~ profits alone 
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but instead normal profits and excess 
profits have been deliberately confused. 

At best it is recognized that there is no 
. satisfactory formula to determine excess 

income because no statutory formula can 
ever be devised which fairly measures 
normal profits for all corporate tax­
payers. H. R. 9327 uses the period 1946-
49 as the basis for measuring normal 
profits although in this period corpora-

, tions experienced severe fluctuations. 
Instead, however, of permitting a credit 
of 100 percent of the average income of · 
the three best years in this period, H. R. 
9827 reduces the credit to 85 percent. 
Profits over 85 percent of this period are 
subject to the special 75-percent rate. 
If the earnings of the period 1946-49 are 
determined to be normal, why should 
they be reduced? No justification has 
ever been made for reducing the yard­
stick of normal earnings by 15 percent 
except on the grounds that it will pro­
duce additional revenue. But if normal 
profits are to be taxed as proposed in this 
bill, then at least they should be taxed 
equitably between all corporations. 
There is no reason why the inequities of 
H. R. 9827 should be applied to both nor­
mal profits and excess pro.fits. 

Fourth. It will make H. R. 9827 less 
inflationary. 

It is recognized that any tax which 
imposes a high marginal rate on profits 
greater than any fixed base is inherently 
inflationary. The basic reason is that 
this type of a tax creates two different 
dollars-one dollar for normal profits 
worth 55 cents after taxes and the other 
dollar worth, in the case of H. -R. 9827, 
only 25 cents after the special 75-per­
cent tax. In effect two different cur­
rencies are established and the yard­
st ick by which productive enterprises 
ivake decisions is naturally influenced 
by which dollar is involved. What could 
not be afforded Jn the way of higher 
wages, increased personnel, and higher 
prices for materials under the 55-cent 
dollar becomes relatively cheap under 
the 25-cent dollar. 

The natural result is that the infla­
tionary factors which are now at work 
are given a strong boost. 

By applying the special 75-percent rate 
to 15 percent of normal profits as well 
as to all excess profits the amount of 
cheaper corporate dollars is increased by 
approximately · $1,200,000,000. To this 
large extent H. R. 9827 is unduly and un­
necessarily inflat ionary at the very time 
when the cost of living has reached an 
all-time high. 

The Republican proposal would cut 
down by approximately $1,200,000,000 the 
number of inflationary dollars. 

WHAT IS THE PRESIDENT'S POLICY? 

Mr. HUGH D. SCOTT, JR. Mr. 
Speaker, I ask unanimous consent to 
address the House for 1 minute and to 
revise and extend my remarks. 

The SPEAKER. Is there objection to 
the request of the gentleman from Penn­
sylvania? 

There was no objection. 
Mr. HUGH D. SCOTT, JR. Mr. 

Speaker, we are asked to support the 
President in this crisis. Obviously that 

is the duty of all Americans, but how 
can we support the President unless . we 
know what the President stands for? 
How can we support the foreign policy 
of the United States unless we know 
what it is? 

As one of the first two Members of 
Congress ever to fight in combat under 
the United Nations flag I think it is of 
primary importance that we support the 
activities of those who have done the 
dying for us in Korea. The State De­
partment has consistently failed to in­
form any but a very few Members of 
Congress of what it is doing and they do 
not tell those Members much. We do 
not expect that they will tell us matters 
of high level military strategy or great 
foreign policy import of the utmost se­
crecy, but it is high time that the State 
Department and the President of the 
United States took the Congress of the 
United States and the individual Mem­
bers of this Congress into their confi­
dence. 

SPECIAL ORDERS GRANTED 

Mr. HALE asked and was given per­
mission to address the House for 25 min­
utes tomorrow, following the legislative 
business of the day and special orders 
heretofore entered. 

Mr. HUGH D. SCOTT, JR., asked and 
was given permission to address the 
House for 20 minutes tomorrow, follow­
ing the legislative program of the day 
and special orders heretofore entered. 
EDUCATION AND TRAINING FOR SERVICE-

CONNECTED VETERANS 

Mrs. ROGERS of Massachusetts. Mr. 
Speaker, I ask unanimous consent to 
address the House for 1 minute and to 
revise and extend my remarks. 

The SPEAKER. Is there objection to 
the request of the gentlewoman from 
Massachusetts? 

There was no objection. 
Mrs. ROGERS of Massachusetts. Mr. 

Speaker, yesterday the President sent a 
message to Congress requesting the Con­
gress to act immediately on a bill pro­
viding compensation and training un­
der Public Law 16 for the disabled vet­
erans of world war III. He also sug­
gested, and I heartily approve, giving 
GI benefits to the men coming out of 
the war who are not disabled. After the 
Korean War started I introduced bills ' 
giving these men these benefits and in­
surance benefits. They should have been 
passed then. They should be passed im­
mediately. Certainly no group of men 
suffered more under extremely difficult 
situations than the boys who are now 
fighting for us in Korea. They deserve 
our grRtitude and our help. We must not 
fail them . . 

ANSWER TO PRESIDENT TRUMAN'S 
MESSAGE 

Mr. RANKIN. Mr. Speaker, I ask 
unanimous consent to address the House 
for 1 minute and to revise and extend my 
remarks. 

The SPEAKER. Is there objection to 
the request of the gentleman from 
Mississippi? 

There was no objection. 

Mr. RANKIN. Mr. Speal{er, on yes­
terday, the President submitted a mes­
sage to the Congress urging the exten­
sion of Public Law 16 of the Seventy­
eighth Congress, to provide education 
and training for service-connected vet­
erans who are disabled as a result of 
their service in the Korean War. 

I want to call to the attention of the 
House that on the first day that Con­
gress resumed session on November 27, 
I introciuced H. R. 9775, which will carry 
out the purpose enunciated in that 
message. 

This bill would continue the program 
under which World War II veterans 
were rehabilitated and qualilied for civil­
ian employment. It was originally 
enacted in 1943, and in effect, is a con­
tinuation of a program started after 
World War I. 

At an early date, I expect to have an 
executive session of the Committee on 
Veterans' Affairs to consider this 
measure. 

LEGISLATIVE PROGRAM 

Mr. MARTIN of Massachusetts. Mr. 
Speaker, I ask unanimous consent to 
address the House for 1 minute. 

The SPEAKER. Is there objection to 
the request of the gentleman from Mas­
sachusetts? 

There was no objection. 
Mr. MARTIN. of Massachusetts. Mr. 

Speaker, may I inquire of the majority 
leader as to the program for tomorrow? 
I understand there has been another 
change in the program and I would like 
to know what it is. 

Mr. McCORMACK. Mr. Speaker, the 
Committee on Banking and Currency has 
reported a bill extending rent control for 
3 months. The Committee on Rules will 
meet this afternoon. If a rule is reported 
out I shall program that bill for con­
siaeration. The bill in relation to the 
separation of airmail was assigned sub­
ject, of course, to other important legis­
lation having prior consideration. So if 
a rule is reported out this afternoon the 
rent control bill will come up for con­
sideration tomorrow. 

Mr. MARTIN of Massachusetts. We 
have every reason to expect that is what 
will happen? 

Mr. McCORMACK. I hope so. 
EXTENSION OF REMARKS 

Mr. O'TOOLE asked and was given 
permission to extend his remarks in the 
RECORD and include an article by Ray­
mond Moley. 

Mr. PERKINS asked and was given 
permission to extend his remarks in 
two instances, in one to include an edi­
torial entitled "Get Out of Korea or 
Fight China," and in the other a letter 
from .Hal J. Miller. 

Mr. DOLLINGER asked and was given 
permission to extend his remarks and 
include a newspaper article. 

Mr. LANE asked and was given per­
mission to extend his remarks in three 
separate instances, and in each · to in­
clude extraneous matter. 

Mr. RIVERS asked and was given per­
mission to extend his remarks a.nd in­
clude three editorials. 
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Mr. BIEMILLER asked and was given 

permission to extend his remarks in 
two separate instances and in each to 
include extraneous matter. 

Mr. ARENDS asked and was given per­
mission to extend his remarks and in­
clude a resolution adopted by the Rotary 
Club, of Atlanta, Ill. 

Mr. NICHOLSON asked and was given 
permission to extend in. the Appendix 
of the RECORD an article entitled "Ju­
rors Unshaken in Verdict Sacco and Van­
zetti Guilty," notwithstanding that it 
exceeds the limit and is estimated by 
the Public Printer to cost $533. 

Mr. AUGUST H. ANDRESEN asked 
and was given permission to extend his 
remarks and include several resolutions. 

Mr. CRAWFORD asked and was given 
permission to extend his remarks and 
include an editorial. 

Mr. O'SULLIVAN asked and was given 
permission to extend his remarks and 
include an article entitled "God and the 
Welfare State" which is estimated by the 
Public Printer to cost $266.50. 
DISPENSING WITH CALENDAR WED:NES· 

DAY BUSINESS 

Mr. McCORMACK. Mr. Speaker, I 
ask unanimous consent that Calendar 
Wednesday business of this week be dis­
pensed with. 

The SPEAKER. Is there objection to 
the request of the gentleman from Mas-
sachusetts? · 

There wa~ no objection. 
CALL OF THE HOUSE 

Mr. DOUGHTON. Mr. Speaker, I 
~ake the point of order that a quorum. 
is not present. 

The SPEAKER. The Chair will 
count. 

Mr. DOUGHTON . . Mr. Speaker, I 
withdraw the point of no quorum. 

Mr. RICH. Mr. Speaker, I make the 
point of order that a quorum is not pres- · 
ent. 

The SPEAKER. Evidently a quorum 
is not present. 

Mr. McCORMACK. Mr. Speaker, I 
move a call of the House. · 

A call of the House was ordered. 
The Clerk called the roll, and the 

following Members failed to answer to 
their names: 

Bates, Ky. 
Beall 
Buckley, Ill. 
Byrne, N. Y. 
Cannon 
Cavalcante 
Crosser 
Davenport 
Davies, N. Y. 
Dingell · 
Eaton 
Gavin . 
Gillette 
Hays, Ark. 
Hebert 
Herter 
Huber 
Jackson, Calif. 

[Roll No. 289) 

Jennings 
Kearns 
Kee 
Keefe 
Kelley, Pa. 
Kennedy 
Kirwan 
Lecompte 
Lichtenwalter 
McGuire 
McMillen, Ill. 
Marcantonio · 
Miller, Calif. 
Morrison 
O'Konski 
Patman 
Pfeifer, 

JosephL. 

Pfeiffer, 
William L. 

Philbin 
Powell 
Rooney 
Roosevelt 
Sanborn 
Shelley 
Sheppard 
Smathers 
Smith, Ohio 
Van Zandt 
Vursell 
Whitaker 
White, Idaho 
Whitten 

The SPEAKER. On this roll call, 369 
Members have answered to their names, 
a quorum. 

By unanimous consent, further pro­
ceedings under the call were dispensed 
with. · 

EXCESS-PROFITS TAX ACT OF 1950 

Mr. DOUGHTON. Mr. Speaker, I 
move that the House resolve itself into 
the Committee of the Whole House on 
the State of the Union for the further 
consideration of the bill <H. R. 9827) to 
provide revenue by imposing a corporate 
excess-profits tax, and for other pur­
poses. 

The motion was agreed to. 
Accordingly the House resolved itself 

into the Committee of the Whole House 
on the State of the Union for the further 
consideration of the bill H. R. 9827, with 
Mr. WALTER in the chair. 

The Clerk read the title of the bill. 
Mr. DOUGHTON. Mr. Chairman, I 

yieid 15 minutes to the gentleman from 
Tennessee [Mr. COOPER]. 

Mr. COOPER. Mr. Chairman, the 
pending bill, H. R. 9827, is. before the 

. House today for consideration by a vote 
of: 19 to 6 of the members of the Ways 
and Means Committee. This bill ·is in 
response to the mandate contained in 
section 701 of the Revenue Act of 1950. 

It will be remembered that there was 
considerable interest manifested in an 
e·xcess-profits tax during the last session 
of Congress and an. effort was· made in 
the other body to include an amendment 
providing an excess-profits tax. At that 
time, after considerable debate, it finally 
resulted in section 701 being included in 
the Revenue Act of 1950 which provided 
that the Committee on Ways and Means 

. should report an excess-profits tax bill 
at this session of the Congress. 

. Your committee began work on No­
vember 15 and held public hearings for 
several days. From · that time up until 
now it has given consideration to this 
subject in executive session. I believe it 
is fair to say that the pending bill is a 
better measure than I ever hoped we 
would be able to provide, especially with 
the limited time that we had to devote 
to this important subject. 

This excess-profits tax bill is pat­
terned very closely along the lines of the 
excess-profits tax law of World War II, 
but is much more liberal in many pro­
visions and deals much more leniently 
with the taxpayer than did the Excess 
Profits Tax Act of World War Il. This 
bill provides for one thing, and one thing 
only, and that is an excess-profits tax on 
corporations. No other tax · provisions 
are included in this measure except such 
provisions as may be necessary to carry 
out the purposes of this ·bill. 

This bill is to be effective from July 1, 
1950, and is estimated to yield $3,400,-
000,000 of revenue for the first calendar 
year and $4,600,000,000 of revenue for 
the next calendar year. The bill in­
cludes what is known as the alternative 
plan to be used by corporations in ar­
riving at their excess-profits-tax credit. 
It provides for the use of what is known 
as the average-earnings method or the 
invested-capital method. The base pe­
riod provided is the 4 years from 1946 to 
1949, inclusive. A corporation may take 
the 3 best out of the 4 years in arriv­
ing at this excess-profits-tax credit. If 
the corporation elects to use the invest­
ed-capital method it is allowed a certain 

return on the invested capital of its 
business. ' For the first $5,000,000 it · is 
allowed to make 12 percent; for the next 
$5,000,000, 10 percent; and all above 
$10,000,000, 8 percent. The rate pro­
vided under this bill is 75 percent, and is 
applied to 85 percent of the average for 
the base-period years, if the average­
earnings credit is elected. There is an 
over-all ceiling of 67 percent which ap­
plies to the corporation's income tax and 
excess-profits tax. In other words, not 
more than 67 percent of the corpora­
tion's earnings can be affected by the 
combined corporation taxes. 

It is estimated that this bill will affect 
about 70.,000 of the largest .corporations 
in the country. A specific credit of $25,-
000 is provided, which is especially in the 
interest of the smaller corporations of 
the country ~nd will result, in many of 
them, in fact, we believe most of them, 
not having to pay an excess-profits tax. 
Adequate provisions are included for new· 
and expanding ·businesses, and a growth 
formula is provided that will take care 
of the normal and expected growth of 
corporations. 

Now, with your indulgence, I would 
like to take a few minutes to very briefty 
compare some of the. most important 
provisions in the pending bill with the 
excess-profits tax in effect during World 
War II. As I said a moment ago, the rate 
provided under this bill is 75 percent. 

Under the World War II Excess Prof­
its Tax Act the rate was 95 percent, and -
was effective at 85 % percent after the 
po~twar refund was allowed . 

The over-all rate limitation on income 
and excess-profits taxes under this bill 
is 67 percent. Under the World War II · 
act it was 80 percent, and was 72 percent 
after the postwar refund. · 

The minimum credit or exemption un-. 
der this bill is $25,000. Under the World 

. War II Excess Profits Tax Act a $10,000 
specific exemption was provided. 

There is a choice of earnings credit or 
invested-capital credit, whichever pro­
duces the lower tax. 

The base period under this bill is from . 
1946 through 1949. Under the World 
War II Excess Profits Act the base period 
was 1936 through 1939. 

As to the earnings credit and elimina­
tion of poor years in the base period, the 
taxpayer may select the best three out · 
of four base-period years under this bm. 
There was no ·such selection provided 
under the World War II act. ·Also any 
deficits in the 3 years chosen may be 
raised to zero. There was no such pro­
vision in the World War II act. 

The earnings credit, adjustment in 
average base-period earnings, is reduced 
to 85 percent. Under the World War II 
act it was 95 percent. 

ynder the invested-capital credit, the 
rate of return on equity and retained 
earnings is on the first $5,000,000, 12 per­
cent. Under the World War II act it was 
8 percent. On the next $5,000,000 under 
this bill it is 10 percent. Under ·the 
World War II act it was 6 percent. On 
all over $10,000,000 under this bill the 
credit is 8 percent. Under the World 
War II act it was 5 percei:t. 
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Invested-capital credit-rate of return 

on borrowed capital: The interest de­
duction under this bill is allowed in full. 
under the World War II act it was limited 
·to one-half. The additional allowance 
is one-third of the interest rate with a 
ceiling of 3 percent and, in the case of 
long-term obligations, a. floor of 1 per­
cent. Under the World War II act 
credit was given for one-half the amount 
of borrowed capital. 

Th.ere is a total allowance under this 
bill of 133 percent of interest payable, 
subject to the floor and the ceiling I have 
just mentioned. 

Under the earnings credit, additions to 
capital are allowed during the base pe­
riod. There is an upward adjustment in 
the earnings credit permitted for any · 
net additions to equity capital, retained 
earnings, and borrowed capital in 1949 
and for one-half of any such additions 
in 1948. No adjustments of this type 
were allowed under the World War II 
act. 

There is also a rate of upward adjust­
ment for such net additions. to equity 
capital and retained earnings of 12 per­
cent, and a rate of upward adjustment 
for such net additions to borrowed capi­
tal of one-third of the interest rate. 

Under both the earnings credit and · 
the invested-capital credit, upward ad­
justment is made for net addition to 
equity capital and retained earnings 
after the base period. For all taxpayers, 
allowance at the rate of 12 percent is 
provided on both equity capital and new 

. retained earnings. Under the World War 
II act there were no such liberal provi­
sions provided. 

Under the earnings credit, provision 
is made for the downward adjustment 
for net reductions in equity capital and 
retained earnings after the base period 
at the rate of 12 percent. Under the 
World War II act that rate was 6 per­
cent. 

Under the earnings credit certain re­
ductions in borrowed capital after the 
base period are taken into account. The 
adjustment downward is equal to one­
third of the interest rate. There were 
no such provisions provided under the 
World War II act. 

Anothe:r; . important provision relates 
to new corporations organized after the 
beginning of the base period. As an al­
ternative to its usual credit the taxpayer 
may apply to its invested capital after 
3 years of growth or at the end of the 
base period, if later, the average rate 
of return on invested capital for its in­
dustry in the base period. 

In the case of a subst&ntial change 
during the base period in a product or a 
service by the corporation organized be­
fore 1946, an alternative credit is pro­
vided. The taxpayer may apply indus­
try rates-of return to its invested capi­
tal and may get the benefit of that. In 
other words the experience of the in­
dustry as reflected upon the business of 
this individual corporation may be used 
as a credit. 

For smaller corporations, organized 
before the beginning of the base period, 
a,nd experiencing growth in the base pe­
riod, an alternative credit is provided. 

Such a taxpayer meeting the following 
requirements may use 1949 earnings, or 
the average of 1948 and 1949 earnings 
as its average base-period earnings, if 
in the last half of th base period its 
.payroll was 30 percent higher, or its 
gross receipts were 50 percent higher 
than in the first half of the base period, 
and its assets did not exceed $20,000,000 
at the beginning of the base period. 

Mr. Chairman, provision is made for 
the exclusion of nonrecurrent items of 
income and deductions in computing 
thJ excess-profits net income. For the 
excess-profits credit of public utilities a 
minimum of 5 ·percent after taxes on 
both equity and borrowed capital in the 
case of airplanes and railroads is pro­
vided, and 6 percent in the case of most 
other public utilities. Provision is made 
for the carry-back and carry-forward of 
net operating losses, 1-year carry-back 
and 5 years carry-forward. As to un­
used excess-profits credit the carry­
back and carry-forward is provided-1 · 
year of carry-back and 5 years of carry­
forward. 

Mr. Chairman, as I indicated in my 
opening remarks your committee has 
given very careful and adequate consid­
eration to this very difficult problem and 
brings you this bill today feeling con­
fident that it is worthy of your most 
careful consideration and support. 

Mr. FORD. M.i.·. Chairman, will the 
gentleman yield? 

Mr. COOPER. I yield. 
Mr. FORD. I would like to have a 

little specific information on the differ­
ence between the $25,000 minimum credit 
in the pending bill and the $10,000 spe­
cific exemption that was in the law after 
World War II. 

Mr. COOPER. Under the World War 
II act a corporation was allowed a spe­
cific exemption of $10,000. Under this 
bill the corporation i3 allowed a· credit 
of not to exceed $25,000. In other words, 
the specific exemption of $10,000 was 
just given as an exemption, but under 
this bill the corporation is allowed a 
minimum credit of $25,000. In other 
words, if a corporation has a credit of 
$10,000, it may be brought up to the 
$25,000, and that amount of credit ap­
plied. 

Mr. FORD. Why do they use different 
phraseology? Why could it not have 
been a $25,000 specific exemption? Why 
do you change the phraseology? 

Mr. COOPER. It was thought better, 
and would meet the exact problem that 
was now apparent better than the old 
method. 

Mr. FORD. In effect, ·is it a $25,000 
specific exemption? • 

Mr. COOPER. Well, for all practical 
purposes it amounts to that for corpora­
tions with average earnings below 
$25,000. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? · 

Mr. COOPER. I yield. 
Mr. MILLS. Is it not true that as the 

committee agreed upon the $25,000 spe­
cific exemption in lieu of the $25,000 
minimum credit, the revenue under the 
bill would have been decreased by ap­
proximately $400,000,000? · 

Mr. COOPER. There would have been 
a great effect on the revenue. 

Mr. JAVITS. Mr. Chairman, will the 
gentleman yield? 

Mr. COOPER. I yield. 
Mr. JAVITS. Will the gentleman point 

in the bill specifically to what was done ' 
with respect to the objections of the radio 
industry and the aircraft industry, who 
claimed that because they had spent so 
much money on television and new 
models, respectively, the earnings in the 
1946-49 period were not a fair base, com­
pared to the fact that they were going · 
to profit from those improvements in 
the following years? 

Mr. MILLS. Will the gentleman yield? 
Mr. COOPER. I yield. 
Mr. MILLS. I would suggest to the 

gentleman from New York that he read 
the RECORD of yesterday, beginning at 
page 16088, the answer to that question 
given by his colleague. 

Mr. JAVITS. That refers specifically 
to these two items? 

Mr. MILLS. It does. 
Mr. CASE of South Dakota. Mr. 

Chairman, will the gentleman yield? 
Mr. COOPER. I yield. 
Mr. CASE of South Dakota. Does this , 

bill in any sense interfere with the rene- , 
gotiation statute as it was reenacted by 
the supplemental defense appropriation 
bill in 1948? 

Mr. COOPER. No. This bill has no 
relation whatever to the Renegotiation 
Act. I might say to the gentleman that .. 
the Committee on Ways and Means has 
that subject under consideration now. 
In fact, we have already held public · 
hearings on renegotiation, and have 
reached the point that it was thought 
advisable for a little time to be allowed 
for some of the departments to reconcile 
some of the different views that were 
apparent, and for that reason we have 
suspended. But I feel confident that 
the committee will come forward with 
an adequate renegotiation bill to take 
care of the situatior during this war, as 
it did during the last war. 

The CHAIRMAN. The time of the 
gentleman from Tennessee has again 
expired. 

Mr. DOUGHTON. Mr. Chairman, I 
yield the gentleman two additional min­
utes. 

Mr. CASE of South Dakota. In the 
supplementary appropriation bill for 
1948, when we provided additional funds 
for the Air Force, we provided that re­
negotiation would be reinstituted for 
that money and for any money merged 
with it. So it is now applicable to many 
defense contracts at the present time. 

Mr. COOPER. The gentleman is cor­
rect. 

Mr. CASE of South Dakota. What 
the gentleman is saying is that the com­
mittee has had hearings and expects to 
expand the existing defense funds rene­
gotiation statute in a comprehensive way 
to meet the current war situation? 

Mr. COOPER. The gentleman is cor­
rect. 

Mr. HOBBS. Mr. Chairman, will the 
gentleman yield? 

Mr. COOPER. I yield. 

I 
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Mr. HOBBS. I simply rise, Mr. Chair­
man, to thank the distinguished gentle­
man who has just addressed us for the 
very lucid explanation that he has made 
of the bill, and the explanations that 
have been made by the distinguished 
chairman of the Ways and Means Com­
mittee, and his associates. I want to 
tell the gentleman of our gratitude in 
the way that the committee has seen fit 
to bring in this piece of legislation which, 
as he expressed it so carefully, is more 
liberal and still accomplishes the pur­
poses sought by the House. 

Mr. COOPER. I thank the gentleman. 
Mr. Chairman, I ask unanimous con­

sent that the gentleman from Miehigan 
[Mr. DINGELL] be given permission to ex­
tend his remarks at this point in the 
RECORD. 

The CHAIRMAN. Is there objection · 
to the request of the gentleman from 
'Tennessee? 

There was no objection. 
Mr. DINGELL. Mr. Chairman, the 

bill which the House has under consider­
ation today, H. R. 9827, in over-all is 
a · disappointment to me because it will 
not raise as much revenue as I would like 
to see raised. But since it is a question 
o{ getting at some excess-profits taxes 
or failing to get at any, I had to com­
promise in the committee on many of 
the provisions. As we all realize, addi­
tional revenue will have to be raised in 
the immediate future from normal and 
surtaxes on corporations. 

The most vocal opposition to an ex­
cess-profits tax bill in any form before 
our committee was voiced primarily by 
big corporations. The smaller busi­
nesses admitted in general that · an ex­
cess-profits tax law should be enacted, 
and offered many constructive sugges­
tions as to how such a law should be 
drafted. 

I would liked to have seen at least 
$5,000,000,000 or more raised by this bill. 
It could have been done very easily, and 
corporations would· have been able to 
pay this $5,000,000,000 in additional taxes 
and still have more left after taxes than 
they did last year. Corporation profits 
after ·taxes in the second quarter of 1950 
were at an annual rate of $22,000,000,000. 
For the year 1949, corporation profits, 
after taxes, were $17 ,000,000,000. Within 
the last few months, corporation profits 
have risen $51 percent. 

We must all remember that the pe­
riod since World War II has been ape- · 
riod of unusual business prosperity 
throughout the country due to built-up 
demands, accumulated savings during 
World War TI, and large postwar defense 
expenditures. This is directly a result 
of World War II, and is adequate justi­
fication for not allowing 100 percent of 
the base-period years 1946-49. as normal 
earnings. We certainly should have 
used 75 percent of.this base period rather 
than the 85 percent which is contained 
in the bill. 

This bill is much more equitable and 
liberal than the World War II excess­
profits tax law. Many of the complaints 
which were levied at the World War II 
law and suggestions which were made as 
to how the new law should be written 
have been taken care of in this bill. 

I would like to put the House on notice 
now that I will not vote for a repeal of 
this law when conditions are again nor­
mal until wartime excise taxes have been 
repealed. • 

Mr. REED of New York. Mr. Chair­
man, I yield 20 minutes to the distin- • 
guished gentleman from Nebraska [Mr. 
CURTIS]. 

Mr. CURTIS. Mr. Chairman, Ameri­
cans are quite unanimous in their feeling 
that individuals or business concerns 
should not be permitted to unjustly en­
rich themselves while others are making 
the sacrifices of war. I concur in that 
sentiment. 

Great difficulties are encountered in 
writing a tax bill that will conform to 
this general principle. The people of 
the country expect the Congress to pass a 
bill that is sound, anti-inflationary, and 
one that is for the best interests of our 
American economy. They expect the 
application of an excess-profits law to be 
fair as between one business concern and 
another business concern, or many con­
cerns. This bill is a disappointment not 
in regard to its objectives but in regard 
to the pattern it follows and the lack of 
thorough consideration that it received .. 
In.voting for it, I sincerely hope that the 
Senate Finance Committee and the 
Senate as a body can greatly improve 
the details of this measure. 

While this bill will take from our 
American economy several billion dol­
lars, the measure has not received the 
committee's study that it should have 
had. 

Let me say that our chairman in his. 
usual way was fair and courteous, that he 
granted to every member every possible 
co.nsidera tion insofar as he could in the 
time allotted. I have no objection to 
what transpired before the bill was sent 
to the drafting service. I do, however, 
wish to say something about it from that 
point on. 

This proposal consists of 148 pages. 
The committee received it one morning 
about 10 o'clock, and the bill was ap­
proved before 12 o'clock noon that same 
day. The committee did not have an op­
portunity to read the bill section by sec­
tion and discuss its meaning or offer 
amendments to improve the bill. A staff 
member appeared with a copy of the bill. 
He would, for instance, advise us that 
page 1 did certain things, then call our 
attention to a few lines on page 2, and 
then refer us to certain lines on page 7. 
In this way the committee skipped 
through the bill. This Congress has re­
ceived a mandate from no one to be 
anything other than thorough and care­
ful in the writing of legislation. 

A staff member who was charged with 
drafting duties informed the· commit­
tee that the bill contained certain sec­
tions that he himself had not read, that 
because of the shortness of time others, 
including men from the Treasury De­
partment, had drawn certain sections. 
They were thrown together without an 
opportunity for even the drafting service 
to read their finished product in its en­
tirety. 

It is also a fact that the committee 
never held a truly· executive session. 
There were some sessions where the tax-

paying public was excluded, but a large 
number of the Treasury staff and em­
ployees were always present. 

It is regrettable that someone has not 
come up with a better formula to tax 
those profits that are excessive, unjust 
wartime profits. ·This bill may be an im­
provement in some regard over the law 
that existed during World War II. Gen­
erally speaking, however, it follows the 
same pattern used in World War I and 
II. This calls for the determination of 
the normal regular income of a business 
concern and taxing the profits over that 
amount at a high rate. In this bill the 
rate is 75 percent. · 

There are many weaknesses about such · 
a formula in taxing excess profits. As a 
general rule, a concern with modest 
profits during a base period will pay a 
very heavy excess-profits tax, while a 
concern with extremely high profits in a 
base period will pay little or no excess­
profits tax, assuming that the two con­
cerns are of like size and make the same 
amount of money a year during the op­
eration of ·the excess-profits tax. This 
basic criticism cannot be brushed aside 
on the theory that there will always be 
inequities and injustices. This is the 
general rule, not the exception. It was 
disappointing that the Treasury with its 
·huge staff and its years of experience 
in administering tax laws did not come 
up with a better formula and did not 
make themselves more helpful to the 
committee. 

It has been said that this bill carries 
a so-called crowth formula whereby a 
young small company beginning to grow, 
as the result of good, management and 
the soundness of their production, would 
not be declared to be earning wartime 
excess profits and their growth prevent­
ed. Such a thing is bad for our econ­
omy. It is bad for the consumer because 
in the last analysis the consumer pays 
a good share of all taxes. Whenever a 
very small concern succeeds in becoming 
a middle-sized concern, the increased 
competition provides a better product of 
lower cost to the public and keeps our 
economy alive and productive. This 
makes us strong in peace as well as in 
war. Whenever a middle-sized concern 
for meritorious reasons grows into a 
larger one, the public likewise benefits 
for the same reason. · Shall we consider 
all normal growth as wartime excessive 
profits? 

To deny small concerns the right to 
grow entrenches the large monopolistic 
concerns. It gives the concern that is 
already large a free field. It lessens 
their competition and the public pays. 

The weakness of the growth formula 
attempted in this bill goes back to the 
weakness of attempting to reach excess 
profits by starting out v1ith a base period. 
The company that can show a growth in 
the base period may get some benefits 
from this. The small company that has 
potentialities for growth but that growth 
is not shown in the base period will not 
receive much help. 

In connection with growth companies, 
certain of them will under the right set 
of circumstances be permitted to take 
the average earnings of their particular 
industry as the base from which they 
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might figure their excess-profits tax. 
Certainly the concern whose earnings are 
less than average is not having earnings 
that are excessive. This principle should 
be applied to all the taxpayers coming 
under the excess-profits-tax law. It 
would .simplify the procedure, make the 
administration less costly and go a long 
way in relieving some of the hardship 
cases. If our objective is to eliminate 
unreasonable and excessive wartime 
profits, our bill should be confined to that 
regardless of how much revenue it raises. 
It follows that other taxes will likewise 
have to be raised. The big job ahead 
is going to be so costly that if we main­
tain a pay-as-you-go system, all taxes 
will have to be increased. 

The theory of this bill before us is 
that the company shall take the average · 
of their profits of any 3 years from 1946 
to 1949, inclusive, and that 85 percent 
of this average is their excessive profits 
tax credit. As it is determined what 
the. profits of a company are, this excess­
profits-tax credit is subtracted and a 
tax rate of 75 percent is applied to the 
so-called excess. Or, a concern may 
ascertain the amount of their invested 
capital and apply a percentage rate set 
forth in the bill to determine what their 
excess-profits-tax credit is in that man­
ner. As stated previously, if the excess­
profits-tax credit is high, the tax to be 
paid is low. This rewards the concern 
whose past profits have been very high. 
It punishes the concern which for some 
good reason has had abnormally low 
profits during the so-called base period. 

For instance, if a country bank who~e 
average profits during 3 of the 4 years 
of the base period is $40,000, their excess­
profits-tax credit under this bill would 
be 85 percent of that, or $34,000. If next 
year they make $38,000, even though 
their earnings are $2,000 below normal 
or average, they will have $3,000 excess­
profits tax to pay. It may be necessary 
to raise the taxes of this corporation 
even though their earnings are not up 
to average. We should not call it ex­
cess, however. It should be a simple 
raise in the surtax rates and apply it to 
all corporations alike. In order to de­
termine the true excess-profits tax that 
is earned, 100 percent of the average 
should be taken, not 85 percent. This 
may not bring in quite as much reve­
nue, but that additional revenue can be 
reached by an across-the-board raise 
of the regular corporation taxes. It is 
my belief that the Congress should give 
special attention to those very small 
concerns that are making a struggling 
start. I ref er to that small corporation 
that is not really any larger than a small 
partnership or an individually owned 
enterprise. It may consist of a man 
with a good idea, integrity, a lot of am­
bition, and a mere handful of employees. 
Such a concern is entitled to more con­
sideration than the great monopolistic 
concerns of our country. It is from 
these small beginnings that we get our 
industrial progress. The growth of 

' these small concerns means more com­
petition, better products at lower cost, 
as well as more jobs and more revenue 
for the Federal Treasury. In the World 
War II act, there was a $10,000 exemp­
tion over the excess-profits-tax credit be-

fore applying the tax. Such an exemp­
tion would not mean anything taxwise 
to the huge far-reaching corporations 
of the country. It would mean a great 
deal to the little, new concern that I 
just mentioned. Such an exemption 
should have been placed in this bill. I 
offered a motion in the committee for 
such an exemption, but I regret to re­
port that it was voted down by a vote 
of 15 to ' 10. 

The experience of an excess-profits 
tax in World War II was not very satis­
factory. While it raised quite a little 
money, its application 'to the various 
businesses of the country was not uni­
form and was not equitable. The indus­
try of no State in the Union received 
harsher treatment under the World War 
II excess-profits law than did the indus­
try of my own State of Nebraska. 

The World War II excess-profits tax 
had as its base period the average in­
come from 1936 to 1939. That law, too, 
had an alternative of computing the 
base upon the capital investment. That 
approach was not practical for a great 
many corporations; 1936 to 1939 were 
drought years in Nebraska. Conse­
quently, the average income of business 
concerns in that period was very low. 
It was abnormal, yet the law said that 
this is the normal period, and everything 
earned above that was excess profits. 
While my State was being penalized, 
high earning corporations in other sec­
tions of the country were not paying 
their share. 

In the World War II act there was 
sort of a catch-all relief section. This 
section delegated authority for the ad­
justment of hardship cases. It has been 
ref erred to as section 722. It has cost · 
the taxpayers millions and millions of 
dollars to administer section 722. It has 
cost industry millions and millions of 
dollars to present their cases under sec­
tion 722. Countless thousands of meri­
torious hardship cases were denied. 
Thousands of cases are still pending. 
They are still a drain on the Federal 
Treasury. One witness testified that his 
concern in presenting their 722 case, as­
signed 40 men for a year to prepare the 
claim. Small business just cannot do 
that. Small business, by and large, has 
received no help under section 722 of 
the old law. Rather than to hir.e ac­
countants, statisticians, and lawyers for 
months and years to prepare their 
claim, the average small concern throws 
up their hands and says, "What's the 
use?" They suffer the injustice. These 
section 722 cases should be cleaned up. 
Under that law the taxpayer was denied 
the right to appeal in section 722 cases 
to any court other than the Tax Court. 
Were these taxpayers to appeal a few of 
these cases it would clear up the situa­
tion. It would mean a quicker ending of 
these controversies. It would relieve 
needed personnel in the Treasury De­
partment for other duties. In the com­
mittee I offered an amendment to the 
present bill which would have permit­
ted an appeal in section '7'22 cases, as is 
allowed in other tax cases. Unfortu­
nately it was voted down by a vote of 
15. to 10. I feel that this Congress will 
not have discharged its public duty 
properly until steps are taken to expe-

dite the handling of these 722 cases in 
a manner that is fair to the taxpayer 
and fair to the Federal Treasury. 

Another weakness of this pattern for 
an excess-profits tax law is that it is in­
flationary. Suppose the union leaders 
and management are gathered around 
the table in a wage dispute in connec­
tion with a concern paying the excess­
profits tax. If the union leaders can say 
to management, "Why should you resist 
our demand for a raise-the Federal 
Treasury will pay three-fourtihs of this 
entire bill anyway," the judgment and 
the resistance of management is bound 
to be influenced thereby. The result is 
the spiral of high prices is given a boost, 
the consumers pay more, and even the 
increased wages buy less. These influ­
ences in our economy are extremely hard 
on the people living on a fixed income, 
whether it be a small amount of savings, 
a fixed salary, a pension check, an old­
age-assistance check, or any other indi­
vidual whose income is small. Some of 
the people shouting the loudest for this 
particular type of excess-profits tax law 
are motivated by their own selfishness 
and greed and are totally disregarding 
the rights and the needs of the consum­
ers of the country. 

This bill has many shortcomings when 
it is viewed in the light of our national 
defense. The most eminent authority 
that I know of concerning the impact of 
this bill on our defense is the gentleman 
from Iowa [Mr. MARTIN], a member of 
our committee. I hope that due atten­
tion will be given to what he has to say 
in regard to this bill and that his sug­
gestions can be iollowed. If we are to 
err, let us err on the side of the defense 
of America. 

Mr. Chairman, I sincerely hope that 
before this bill becomes a law some dras­
tic changes can be made in it. 

Mr. FORD. Mr. Chairman, will the 
gentleman yield? 

Mr. CURTIS. I yield. 
Mr. FORD. I am still not entirely 

clear as to the difference between a spe­
cific exemption and a minimum credit. 
To simplify your explanation, assume 
that this bill has a $10,000 specific mini­
mum credit similar to what existed in the 
World War II act. Will the gentleman 
state the practical effect of the language · 
now used? 

Mr. CURTIS. Under the old law, the 
concern determined what their base, or, 
as they called it, what the income-tax 
credit was. Then they added a $10,000 
exemption before they applied the tax. 

Mr. FORD. Before they applied the 
85 percent? 

Mr. CURTIS. Yes; the excess-profits 
tax. In this bill no specific exemption 
is given. They have a minimum excess­
profits-tax credit of $25,000, which helps 
the corporation which makes no more 
than $25,000, and those only. A corpo­
ration making $15,000 can make up to 
$25,000 before they pay the tax. The 
corporation making $2,000 can make up 
to $25,000 before they pay this excess­
profits tax. But it does nothing for the 
corporation that makes $26,000. It does 
nothing for the corporation which makes 
$30,000 or $40,000 or $50,000. So, with 
the exception of corporations that make 
less than $25,000, there is no exemption 
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in this bill from the excess-profits-tax 
law, and there should be. 

Mr. REED of New York. Mr. Chair­
man, I ask unanimous consent that the 
gentleman from Michigan [Mr. WOOD­
RUFF] be given permission to extend his 
remarks at this point in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
New York? 

There was no objection. 
Mr. WOODRUFF. Mr. Chairman, if 

political panic grips the Congress, to 
whom shall the people turn in these 
grave days when the fate of the world 
hangs precariously in the balance? 
Judgment, reason, and calm must be our 
guiding principles. 

Unfortunately, the bill before the Con­
gress today is not the result of the calm 
consideration and judgment of the great 
and distinguished Committee on Ways 
and Means. It is the result of emotional 
hysteria. It is not a sound excess­
profi ts-tax bill; it is an excess politics 
bill. 

I am sure every Member of this House 
is united in the threefold common ob­
jective of taking the profits out of war, 
raising additional rev.enue, and stem­
ming the rising tide of inflation. The 
issue before us today is not whether or 
not to pass legislation to achieve these 
objectives-the issue is rather what kind 
of legislation will most effectively 
achieve these ends. One thing, and one 
thing only, is certain-production and 
more production is the greatest weapon 
against inflation and is indeed the key 
to our survival. It would be calamitous 
if in a moment of hysterical panic the 
Congress should erect a tax barrier 
around the expansion of our industrial 
economy. We must have tanks, guns, 
and airplanes, and we must have them 
quickly. This will mean that the capac­
ity of our defense industries must be 
expanded, new and growing enterprises 
capable of producing war materiel must 
be encouraged, and funds must be avail-

. able for research and development. 
Viewed with these objectives in mind 

H. R. 9827 is seriously defective.' But 
how could it be otherwise for haste was 
the password, haste was the policy­
haste at any price-and the net result 
is that the bill H. R. 9827, perhaps the 
most signal revenue bill ever to come be­
fore the committee, was never even read 
or analyzed by the committee. we are 
not legislating for this year or next year. 

.. We are probably legislating for many 
'years to come. . 

Do you wonder, Mr. Chairman, why we 
Republicans have raised our voices 
against the perfunctory treatment given 
this legislation? 

~ Do you wonder, Mr. Chairman, why we 
protest wit}?. all the vigor at our com­
mand against the delegation to the ex­
ecutive branch of the constitutional 

;right of the Congress to write tax legis-
'lation? 
~ In my opinion the most basic defect 
1
of H. R. 9827 is that it is dishonest. It 
!iS dishonest because it in effect taxes 
lboth normal profits and excess profits 
under the excess-profits machinery. 
This is done by arbitrarily reducing the 

~excess-profits credit based -on income 
t"rom 100 to 85 percent. If we assume, 

as the bill does, that the earnings of the 
period 1946-49 are the yardstick for 
normal profits, then why should the 
credit for normal profits be reduced? 
The only justification is that by reduc­
ing the credit more revenue will be 
gained. But if normal profits are to be 
taxed, as is done under this bill, then 
why not be honest about it and spread 
the increased tax burden more equi­
tably? Why should all the inequities and 
discriminations inherent in any type of 
a tax which attempts to set an arbitrary 
amount as normal be confined to what 
might more fairly be described as war 
profits? 

Another serious defect of the bill is the 
inadequacy of the relief provisions, par­
ticularly for new and growing companies 
or for companies which have new prod­
ucts or services in the base period. 
There is absolutely no reason why the 
alternate method for computing average 
base-period income based on growth 
should be limited only to taxpayers 
which were in business during the entire 
base period and whose total assets as of 
the beginning of the base period did not 
exceed $20,000,000. The $20,000,000 fig­
ure was never analyzed by the commit­
tee, and it is obvious that it will work 
serious discriminations among many 
corporate taxpayers. Moreover, it is far 
from clear just what the total assets for 
this purpose consist of although it ap­
pears that they will be limited to the sum 
of cash and property other than cash 
used in the taxpayer's business. 

In attempting to provide automatic 
formulas for each of the most -important 
types of cases which arose under section 
722 of the old law H. R. 9827 creates 
almost as many new problems as the 
problems which it 2,ttempts to solve. 
Not only is the restriction of the $20,000,-
000 total assets in the beginning of the 
base period inadequate for growing cor­
porations, but the relief provided for cor­
porations which added new products or 
services in the base period is inadequate. 
In general H. R. 982.7 provides that a 
corporation which makes a substantial 
change in its business by introducing a 
new product or service before the end 
of the base period may use as an alter~ 
native credit a rate equal to the average 
of its industry. It is proposed that the 
figures used for the industry's average 
will be in accord with the classification 
used by the Treasury Department in 
compiling published statistics from cor­
poration income-tax returns. These will 
be unsatisfactory at best and it should 
be pointed out that the figures are not 
now available and will not be finally 
available until sometime in 1952. 

The relief intended as the substitute 
for section 722 (b) (4) of the World War 
II law is defective in several respects. 
In the first place the relief is available 
only: if the following two tests are met: 
First, the new product or service pro­
duces more than one-third of the tax­
payer's net income by the end of the 
third year following .the year the prod­
uct or service was introduced; and, sec­
ond, the taxpayer's net income for any 
one of the first 3 years in which it meets 
the qualification describeq above is more 
than 25 percent greater than the tax­
payer's average net iricome for the b.ase 

period year or years preceding the year 
of change to the new product or service. 
The requirement that net income from 
the new product exceed one-third of 
total net income within 3 years after the 
end of the base period would virtually 
exclude all existing manufacturers of 
multiple lines of products. For example, 
a pharmaeeutical company may regular­
ly sell several hundred different types of 
drugs. It may introduce a new biotic 
with substantial earnings capacity but it 
can hardly be expected that for such a 
manufacturer any single new product 
will ever account for more than one­
third of total profits. The same would 
be true in the case· of household appli­
ance manufacturers, chemical compa­
nies, textile manufacturers, and others. 

No recognition is given in H. R. 9827 
to new production facilities, changes in 
method of operations, or new manage­
ment. The formula would be of · no 
value whatever to manufacturers of 
standard parts whose business increases 
substantially as a result of new end prod­
ucts introduced by their customers. 

No provision is made for a company 
in an industry which itself was new and 
in which no members had a normal rate 
of retu:rn. This is again particularly 
true, for example, of the television in­
dustry which was heavily engaged in 
research and development in the base 
period and did not begin to realize a 
satisfactory return until early 1950. 
Moreover, television manufacturing was 
not an industry during the base period 
and would undoubtedly be classified 
with many companies having radically 
different types of business and rates of 
return. · 

Inasmuch as the Democratic majority 
on the Committee on Ways and Means 
saw fit to report out H. R. 9827 with so 
many defects, it is now a most difficult 
problem to undo the damage. Certain­
ly, however, as a bare minimum, special 
relief should be provided for the elec­
tronics industry, the aircraft-production 
industry, the precision-instruments in­
dustry, and other of our essential de,. 
f ense industries which suffered abnor­
malities in the base period and for which 
H. R. 9827 does not afford adequate re­
lief. A considerable improvement can 
be made on H. R. 9827 by adoption of 
the Republican motion to recommit. 
The adoption of this motion will mean 
that the objectives of taking the profits 
out of war; raising additional revenue, 
and combating inflation will be better 
achieved by eliminating the 15-percent 
cut-back in the average earnings credit, 
and the application of the 75-percent 
special tax will be more nearly limited 
to direct war profits. And at the same 
time by increasing the surtax rate by 
5 percentage points the additional rev­
enue required to finance our accelerated 
defense program will be spread more 
equally among 300,000 corporations. 
The 100,000 corporations with taxable 
incomes of $25,000 and less will not be 
affected. In addition the inherently in­
fiationary qualities of an excess-profits 
tax which establishes a high marginal 
rate will be reduced. 

It is estimated that if the Republican 
motion to recommit .is adopted, there 
will be an incrza::::e in revenue over H. R. 



1950 CONGRESSIONAL RECORD-HOUSE . 16129 
9827 by between $500,000,000 and $1,-
800,000,000. 

Let those who are truly interested in 
the growth and expansion of our free 
competitive economy now stand up and 
be counted. 

Let those who are truly interested· in 
seeing that our boys in Korea get the 
guns, planes, and ammunition they need, 
stand up and be counted. 

Let those who are truly interested in 
combating the silent thief of inflation 
which now stalks the country, stand up 
and be counted. 

Mr. DOUGHTON. Mr. Chairman, I 
yield 30 minutes to the gentleman from 
Arkansas [Mr. MILLS]. 

Mr. MILLS. Mr. Chairman, I should 
like to use as the basis for my remarks · 
the views of the minority members of 
the Committee on Ways and Means set 
forth on pages 76 to 81 of the commit­
tee report of the bill before us and the 
remarks made by my distinguished friend 
from New York [Mr. REED] on yesterday 
appearing in the CONGRESSIONAL RE90RD 
at page· 16082. The first thing which 
might strike an unbiased person reading 
those minority views and the speech of 
yesterday is that the authors clearly 
made little contribution to the task be­
fore the committee. These statements 
of views are strong evidence of their 
·effort to prevent rather than assist in 
the enactment of an excess-profits tax. 
The minority views criticize the majority 
for limiting consideration to an excess­
profits tax, although they joined with 
their majority colleagues in the House 
in voting an overwhelming mandate in 
the Revenue Act of 1950 directing their 
committee and our committee to do this 
very thing and to do it during this session 
of the Congress. · 

I will yield now to any minority mem­
ber of the Committee on Ways ap.d Means 
who voted for the so-called Eberharter 
amendment when the matter was on the 
floor of the House during the considera­
tion of the revenue bill of 1950, the sec­
tion now known as section 701 of the act, 
to explain what happened between the 
time he voted for that direct mandate 
and the consideration of the bill by our 
committee which justifies a complete 
change in attitude regarding an excess­
profits tax. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, will the gentleman yield? 

Mr. MILLS. I yield. 
Mr. BYRNES of Wisconsin. Could 

the gentleman explain to me why the 
Secretary of the Treasury insisted that 
this bill should not be ca~led an excess­
profi ts tax bill, but should be called a. 
defense-tax bill? 

Mr. MILLS. The gentleman cannot 
answer my question by proposing another 
one. Did the gentleman himself vote for 
this mandate in the revenue bill of 1950? 

Mr. BYRNES of Wisconsin. I voted, 
as did the gentleman and many other 
members of the committee, that the 
committee should study the proposition, 
yes; but I did not vote that we should 
bring back an unsound bill. 

Mr. MILLS. We voted to have the 
committee report back to the House ·an 
excess-profits tax bill during the Eighty­
first Congress, if the Congress was in 
session after November 15. 

Mr. BYRNES of Wisconsin. Will the 
gentleman yield further? 

Mr. MILLS. I yield. 
Mr. BYRNES of Wisconsin. I just 

want to make this one comment that I 
think the gentleman is straining at the 
interpretation of section 701. I think 
that is a matter over which there can be 
a difference of opinion. 

Mr. MILLS. Does the gentleman 
mean to say that this is not an excess­
profits-tax bill? 

Mr. BYRNES of Wisconsin. No. I 
did not say that. If the gentleman does 
not want to yield me sufficient time to 
answer him, I will forget it. 

Mr. MILLS. I am sorry. I apologize. 
The minority views criticize the ma­

jority for limiting consideration of an 
excess-profits tax, although they joined 
with their majority colleagues in the 
House in voting a mandate in the reve­
nue bill of 1950, directing their commit­
tee and our committee to do this very 
thing and to do it at this session of the 
Congress. Yet, what do we find the ma­
jority saying? I will not include my 
friend, the gentleman from Illinois [Mr. 
MASON], because he did not do that. He 
did not vote for it, but I think the gen­
tleman from Illinois [Mr. MASON] is the 
only member of the committee who did 
not vote for the mandate. Am I right 
or wrong? 

Mr. MASON. I do not know about the 
others. All I know is about myself. 

Mr. MILLS. The gentleman did not 
vote for the Eberharter amendment. 

Now, I quote from the minority report: 
Another most serious criticism of the ap­

proach of the majority in preparing this leg-
1sla tion was that at no time did the com .. 
mittee give consideration to the enactment 
of a renegotiation law similar to that which 
recaptured $6,000,000,000 of profits arising · 
from World War II. 

Is that the type of excess-profits tax 
that you meant the committee to report 
when you voted for that mandate in Sep­
tember of this year? Actually, all of us 
know that our committee has had under 
consideration amendments to the Rene­
gotiation Act. I use the word "amend­
ments," because we have a Renegotiation 
Act on the statute books now, a part of 
the appropriation bill of 1948. Of 
course, the act itself needs to be amend­
ed, and all of us know that one of the 
first things that will be done by the 
Eighty-second Congress is to amend and 
strengthen the Renegotiation Act. How­
ever, no one can seriously. maintain that 
a contract renegotiation statute can re­
place or even greatly relieve the neces­
sity for a tax on exc,ess profits arising 
out of the defense program. Total ap­
propriations for defense purposes in this 
fiscal year amount to about one-sixth 
of the estimated gross national product, 
and even smaller proportions of the gross 
national product will actually represent 
production in the performance of de­
fense contracts. Five-sixths of the na­
tional product, therefore, will escape, if 
you have nothing more than a renego­
tiation law. 

I think, from this sample of their 
views, it should be clear that the minor­
ity did not take seriously their commit­
ment to have the Committee on Ways 
and Means report an excess-profits-tax 

bill at this section of the Congress. But 
I do want to assure you that the majority 
did take that commitment very seri­
ously, and we told you that when the 
Revenue Act of 1950 passed. I know of 
no more convincing evidence of this than 
the great effort made by our chairman 
to see that our side, despite the opposi­
tion, did fully and truly perform its duty. 

I do not propose today to tell you 
that every single provision in this bill 
has been perfected to a point where no 
improvement can be made. Everyone 
knows we were working under great 
pressure. The committee staff and 
others, after working for months in 
preparation for this bill, have been al­
most continuously at their posts night 
and day in recent weeks, since October 
15, in order to see that all important 
matters were brought before the com­
mittee and that all essential informa­
tion necessary to reach a reasonable con­
clusion was provided. 

Mr. REED of New York. Mr. Chair­
man, will the gentleman yield? 

Mr. MILLS. I yield. 
Mr. REED of New York. Does the 

gentleman intend to ref er to me further 
in his remarks? 

Mr. MILLS. Nothing more than this. 
I was in hopes you would ask me, but ~s 
I read your speech this morning in 
the CONGRESSIONAL RECORD, I wondered 
whether or not you were attempting yes­
terday to emulate that great prophet of 
old, Jeremiah, when he wrote the 
Lamentations. 

Mr. REED of New York. If the gen­
tleman so construes it, very well, but I 
think those people who understand tax­
ation know exactly what I mean. 

Mr. MILLS. The gentleman has indi­
cated that he does not understand any­
thing about this bill. I am surprised. 
He has always seemed to me to be so in­
telligent. But the gentleman takes the 
Democratic members of the committee 
to task, he castigates us from the first 
line of his speech to the last line of his 
speech. I want to make this sugg.estion 
to the gentleman, that if he has an in­
vestigation sometime in the future to de­
termine who wrote this bill that he en­
large the scope of the investigation to 
find out what happened to himself and 
the other members of his party on the 
Ways and Means Committee who 
changed their viewpoint completely from 
their vote in September to their vote 
when this bill was reported by the com­
mittee. 

Mr. REED of New York. We never 
had a mandate to bring in here the type 
of bill that you brought in. 

Mr. MILLS. The gentleman mis­
understood the whole thing, then. 

Mr. REED of New York. I am sure the 
gentleman from Arkansas has. 

Mr. MILLS. We will leave that deci­
sion to the House. 

Mr. REED of New York. You will 
have a chance to. 

Mr. MIILS. I am just disagreeing 
with the gentleman's expressed views, 
not with him, because I love the gentle­
man greatly. 

Mr. REED of New York. The gentle­
man will have a chance to record him­
self a little later in the day. 
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Mr. MILLS. I feel that way, I may 

say to the gentleman. I like to think 
in the light of the depressing· develop­
ments of the past few days that it is for­
tunate for our country that the Ways 
and Means Committee made this effort. 
We know that we face real problems and 
that it will take heroic work by our com­
mittee to keep up with the task of pro­
viding the billions of dollars additional 
revenue we may need over and above 
what will be obtained from the interim 
ta~ legisl~tion passed this fall, and from 
this pendmg bill. 

Aside from the castigation heaped by 
the minority in a general way, and by the 
speech of the gentleman from New York 
on yesterday in a very personal and spe­
cific way, aside from their general and 
largely obstructive criticisms the mi­
n~rity ·raise six specific questi~ns on the 
bill. 

1. EIGHTY-FIVE PERCENT CUT-BACK OF BASE• 
PERIOD EARNINGS 

As to their first objection, the minor­
ity report c:iticizes the provision of H. R. 
9827 reducing the average earnings of 
the three best years in 1946-49 to 85 
perc?nt in computing the excess-profits 
credit. They assert that this represents 
a b'.l'si~ fallacy and defect, since it fails 
to llm1t the application of the 75-percent 
tax rate to excess profits alone. They 
apply some rather harsh language to this 
fE!ature of the bill and ask the question 
"Why, if the· earnings of 1946-49 ar~ 
normal, should they be reduced?" They 
answer that no justification has ever 
been made for such a reduction except 
on the grounds of revenue expediency. 

Now I think that it should be made 
clear at the outset that there is nothing 
new in the bill in the cut-back of base­
period earnings. Such a percentage re­
duction was made a part of the World 
War II law. Under the old law 95 per­
~ent of the average earnings was taken 
mto account, and to my knowledge there 
has never been serious criticism of this 
feature. At that time it was recognized 
that companies who could use the base­
period-earnings method had a substan­
tial advantage over those whose credit 
~as computed. at the statutory rate on 
mvested capital. 

If a reduction to 95 percent was rea­
sonable under the World War II tax 
~he~ an 85 percent adjustment is fully 
Justified under the present circum­
~tances._ Corporate profits were higher 
m relat10n to invested capital or in re­
lation to 3'. number of other accepted 
standards m the 1946-49 period than 
they were during the base period selected 
for the World War II tax. 

For business as a whole, earnings in 
~946-49 averaged roughly 20 percent on 
mvested capital as against 8 percent in 
the period 1936-39, or two and one-half 
times as high as in the old base period. 

A_s the majority report points out, the 
period 1946-49 was one of unusual busi­
ness prosperity. To a substantial degree 
it was built on deferred demand ac­
cumulated liquid savings of World, War 
II, and continued high levels of defense 
expenditures. Few qualified observers 
would contend that this unprecedented 
level of profitability could be expected 
to continue permanently. Therefore, 
full allowance of the ·base period earn-

ings would generally produce on over­
~tatement of normal earnings capacity 
m the absence of the additional stimula­
tion produced by Korea and the defense 
program. 
· It may be granted that any specific 
figure .used in scaling-down the general 
average earnings is, to some extent, arbi­
trary, but I submit that in the light of 
the fabulous earnings enjoyed by most · 
firms and industries which will be sub­
ject to this tax, the 15-percent cutback 
is a moderate adjustment. I feel con­
fident that there are very few corporate 

. executives who would not be delighted to 
settle for a long-term earnings ·average 
comparable to 85 percent of what they 
have maC:e in the best three recent years. 

A further-consideration is that, while 
the cutback contained in the bill is some­
what higher than was used in World 
War II, the proposed definition of aver­
age base-period earnings is more liber­
al. The right of the taxpayer to select 
his three best years confers an impor­
tant advantage over the World War II 
law, which merely permitted him to sub­
stitute 75 percent of the average of the 
other 3 years for his worst year. In ad­
dition, the bill allows the taxpayer to 
treat any deficit in the 3 years as zero. 
The World War II law, by contrast, held 
the taxpayer strictly to account for his 
deficits so that they were taken as nega­
tiv~s in computing his average earnings. 
It is also notable that the bill, unlike the 
World War II tax, adjusts the base­
period earnings credit upward for new 
.capital additions from .all sources in 
1948 and 1949. Such adjustment is it­
self not subject to the cutback. These 
liberalizations alone go a long way to-

. ward off setting the effect of the larger 
cutback. 

The 15-percent cutback brings within 
the scope of the higher tax rate a higher 
portion_ of profits and a somewhat great­
er number of taxpayers than if there 
were no cutback. This is a more selec­
tive and, I believe, a fairer way of levy­
ing the additional burden so that it will 
not apply to firms whose earninP-S de­
clined very substantially. In ~other 
words, I believe it is fairer to impose a 
special excess-profits tax using 85 per­
cent of the base-period earnings as a 
starting point than to use some other 
method of getting the revenue at this 
time which would impose burdens on 
corporations who are experiencing diffi­
cult~es in making adjustments to the de-
fense economy. • 

Mind you, that js very important. A 
corporation must make at least 85 per­
cent of its average in the base period, 
~hese three best years, before it is sub­
Jected to any excess-profits tax. If it 
makes less than 85 percent it pays only 
the normal tax. If you up the normal 
or surtax· rate on all corporations, how­
ever, as I understand the motion to re­
commit would do, even the corporation 
that suffers a decline in profits will pay 
more tax as a result of that action. 

2. H. R. 9827 IS UNDULY INFLATIONARY 

According to the minority report the 
bill is unduly inflationary. ' 

This is the common argument on 
which many have pinned their hopes of 
defeating the bill. They alleged that 
with the 75-percent tax rate, hµsiness 

will go on an orgy of spending because 
the deduction of the expenditures from 
income would throw 75 percent of the 
cost onto -the Government and leave 
only 25 percent to be borne by the tax­
payer. 

In attempting to make this point the 
minority hav:e set up a new concept of 
business judgment. They say, and I 
quote: 

It is not a question of inefficiency or effi­
ciency of ways or prudence but simply a mat­
ter of practical business judgment. 

This statement apparently excludes 
efficiency and prudence as being ele­
ments in practical business judgment. 
I have never yet met a businessman who 

· was willing to throw away 33 cents 
Most businessmen with whom I am ac~ 
quainted are very prudent when it comes 
to counting the dollars that will be left 
over to them when they have reckoned 
both their income and their expenses. 

!fo~ever, I think there is a deeper im­
pllcat10n to · this allegation of waste. 
Anyone who makes this claim and sub­
scribes to .it ~s reflecting on the integrity 
and patriotism of the business com­
munity. I, for one, seriously ·doubt 
whether thoughtful members of the 
·~:msines~ community desire to convey the 
ImJ?ress10n that such is the spirit in 
which they are willing to support the 
efforts of: our Armed Forces and the sac-· 
rifices of the mass of the people being 
devoted to a cause in which business has 
so much at stake. 

In considering this argument we 
should not be stampeded by comparisons 
which look only at part of the possible 
effects of different methods of taxing 
corporate profits. Wasteful use of re­
sources_ may take many different forms. 
At a time when all of our industrial 
efficiency is needed we must look at this 
problem in the aggregate. 

. I ~hink it can be said without contfa­
d1ct1on that excessive profit-making op­
portunities which would draw resources 
from necessary production would be the 
most inexcusable waste of resources, yet 
such a development could result from 
uncontrolled profits. Thus a special tax 
on defense profits may be expected to 
prevent unessential expansion in some 
segments of the economy which would 
compete with disastrous consequences 
for the more essential requirements of 
our limited resources. · 

The spe.cial taxation of defense profits 
also avoids another form of waste which 
~eavi~r general increases in the corpora­
t10n mcome tax might produce. The 
exemption of normal profits provided by 
the credit under the excess-profits tax 
g~ves assuran~e that corporations having 
difficulty makmg adjustments under the 
defense program will not be unduly 
burdened. If their general tax load were 
increased, these concerns. might be 
forced to make uneconomic and disor­
derly financial adjustments before they 
can find their appropriate place in the 
new scheme of things. More economy 
may be obtained in the use of resources 
by preserving existing business talents 
than fallowing the expensive route of 
building up new talents. 

In this whole subject we should not 
lose sight of the forest for the trees. The 
inflation problem is a broad one. It must 
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be attacked on all possible fronts. We 
must expect at some stage more direct 
controls on inflation. Even before that 
time, we want voluntary restraint on the 
part of labor and other groups. If we 
are to expect other groups to accept 
these controls we must at the same time 
be able to show them in all fairness that 
a comparable restraint has been placed 
upon corporate profits. 

I want to interpose just a moment. 
Since my friend from New York is back, 
I recall earlier this year, during the con­
sideration of the revenue bill of 1950, 
that he and I had quite an exchange on 
the :floor. I argued at the time that 
corporate management could not pass on 
as a cost of doing business taxes paid to 
the Federal Government through normal 
and surtax. My friend from New York 
took the other position when we were 
suggesting an increase in normal and 
surtax in connection with the revenue 
bill of 1950 and said that when we did 
that all in the world we were doing was 
adding to the cost of the goods, thereby 
creating more in:ftation in the United 
States. . 

Everybody I have talked to in busi­
ness, almost without exception, takes a 
different view from that which I took. 
They say that in conditions such as exist 
today the tax paid the Federal Govern­
ment on income can be calculated as a 
cost of doing business, at least in part, 
and under some circumstances all of it. 
Thus, the price of the article manufac­
tured or sold can be increased to take 
care of that cost. 

I leave it to the fair judgment of all 
members of this committee on both sides 
as to which could be more easily passed 
on, a fiat increase in the normal and 
surtax applied to corporations or an 
excess-profits tax levied· against any­
thing they · may make in excess of their 
normal and surtax credit. Is there any 
question about which is more in:fta­
tionary? Yet, my friend from New York 
and those who follow him on the Com­
mittee on Ways and Means have gone 
into great length in their effort to make 
us believe that an excess-profits tax is 
inflationary, and they offer as a substi­
tute the very thing which, according to 
their statements earlier in the year, 
would be much more inflationary. 

I know what he means. He means 
that, if you propose to. tax business at 
the rate of 75 percent on that which it 
may make in addition to what it has 
made in the base period, business will 
not expand, we will not get the produc:.. 
t ion we need from that business segment. 
Here again I disagree with the thought 
expressed in condemnation of my busi­
ness friends. Does that mean they 
themselves are so unpatriotic that in an 
hour of need and great emergency, in 
time of war, they would back off and 
withhold those resources that we need 
in this era of mechanization until such 
time as the Congress or the people of 

·the United States may permit them to 
make excessive and exorbitant profits on 
the sale of their products? I know of 
no business in World War II, and I 
challenge any Member of this House to 
point out one business, that failed to 
continue to operate and produce because 
of the excess-profits tax. The chairman 

of the committee, the gentleman from 
Tennessee [Mr. COOPER], and all those 
majority members of our committee 
who have spoken have pointed out in a 
very able manner that the bill before the 
House is not nearly so rigid or severe as 
the excess-profits tax of World War II. 

Thus, does it not follow that under a 
less severe or rigid bill, needed produc­
tion which we must have to supply the 
armed services of our country in this 
hour of our greatest trial will be avail­
able? There is more incentive today in 
the bill before the House for increased 
production in any line than there was 
in the World War Il Excess Profits Tax 
Act. 

I had intended to talk about growth, 
and the arguments made by the minority 
in the committee that om: bill does not 
properly handle growth corporations. 
They point out some of the weaknesses 
of the growth formula. Let me hur­
riedly cover those. 
Th~'- say there is a discrimination 

against diversified companies in our 
growth formula. May I ask this ques­
tion of the gentlemen from Ohio [Mr. 
JENKINS]: Did I understand him on 

·yesterday to make the statement, or was 
I incorrect in thinking he made the 
statement, that the Republican minority 
was taking credit for this growth for­
mula in the bill? 

Mr. JENKINS. I said that we were 
entitled to credit for it. I said we were 
entitled to credit for two or three other 
matters, and I also said I could cite five 
or six more things if I had the time. 

Mr. MILLS. Then it would be proper 
for me to assume that the growth for­
mula is very satisfactory? I am sure the 
minority would not offer an amendment 
if it was not sat~sfactory. 

Mr. JENKINS. I would not go so far 
as to say that the formula was satis­
factory. I would say that we encour­
aged it and also encouraged that dif­
ferentiation be made with reference to 
these new and modern businesses that 
have grown up in the last year or two. 
Generally speaking I want to take credit 
now since you have asked me, and I want 
to say broadly to the whole world, that 
the bill as the majority wanted it is not 
to be compared to the bill as it now is. 
In other words, the bill now is 500 per­
cent better than it was the way you other 
members of the committee would .have 
had it. 

Mr. MILLS. How does the gentleman 
know what I would have done? If the 
gentleman wants to create the impres­
sion that he had anything whatsoever 
to do with the growth formula which 
is in this bill, I want to serve notice 
right now I did not hear him say any­
thing about it. Perhaps some other 
members of the minority did, but this 
is one provision which I thought we were 
all in agreement on. As I read the mi­
nority report you point out its weak­
ness.es. Let us see if they are weak­
nesses. 

Mr. MASON. Mr. Chairman, will the 
gentleman yield before he leaves that 
subject? ·' 

Mr. MILLS. I yield to the gentleman, 
· and I assure him I am not going to leave 
the subject. 

Mr. MASON. If any Member of the 
House will read the hearings which were 
held, he will find that 90 percent of the 
questions bringing out the differences 
and the inequities which we could ex­
pect from an excess-profits tax were 
asked and discussed by the minority 
members of the Committee on Ways and 
Means. 

Mr. MILLS. Does the gentleman 
want them to do that before the mem­
bers of the committee read the bill? The 
gentleman from New York [Mr. REED] 
suggested that none of us had read the 
bill. Do you want the membership of 
the House to read the hearings anyway? 

Mr. MASON. I am not asking any­
one to read them. I am just saying 
that the hearings justify the statement 
that the minority members did have the 
greatest part in bringing out the inequi­
ties and also in working out some kind 
of solution for them. 

Mr. MILLS. The gentleman means 
that he joined with us in doing that? 
Is that what the gentleman means, that 
he joined with the majority members in 
that respect? 

Mr. MASON. Of course we had to 
join with the majority members if we 
wanted to get anything in the bill. 

Mr. MILLS. I just want the RECORD 
to show that, may I say to the gentleman 
from Illinois [Mr. MASON], because I 
know he is interested in keeping the 
record straight. 

Let us look into this question of the 
growth formula. 
3. INADEQUATE RELIEF FOR GROWTH COMPANIES 

The minority report states that the re­
lief for growth companies is inadequate. 

The growth formula in H. R. 9827 is 
designed to assure true growth com­
panies that their credit will be based at 
least on the average income in 1948 and 
1949, or on 1949 income alone, which­
ever is higher. This can afford a sub­
stantial advantage over other companies. 
In addition to this very liberal treat­
ment, growth companies will be able to 
add to their credit 12 percent of any new 
capital added after 1949 and one-third 
of the interest paid on capital borrowed 
after 1949. These provisions, in gen­
eral, will assure growth companies an 
adequate rate of return before the ex­
cess-profits tax is applied. 

The relief for growth is not limited to 
the provisions above. Contrary to the 
impression given in the minority report, 
new companies m the early stage of de­
velopment at the end of the base period 
may obtain a credit above their 1949 
level of earnings. Where one-third of 
its profits is attributable to a new prod­
uct or services introduced in the l,mse 
period, a corporation may obtain an 
alternative credit based on the industry 
rate of return in the base period. 

The minority report cites the follow­
ing situations to support its coµtentions: 

(a) Discrimination against diversified 
companies: The report cites the ex­
ample of a pharmaceutical company that 
introduces a new biotic, which does not 
account for more than one-third of total 
profits. It is implied that such com­
panies should be given additional relief. 
Actually, introduction of new biotics in 
the chemical industry is normal Q.nd is 
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already allowed for in the computation 
of the base-period earnings credit. In 
the other industries mentioned-house­
hold appliance manufacturers and tex­
tiles-actual earnings experience in the 
base period was high for most companies. 
In any event, as to such corporations; the 
introduction of a new product which 
really represents an expansion of the 
business is likely to be reflected in the 
additional credit for new capital during 
and subsequent to the base period. 

(b) It fails to recognize factors other 
than new products and services: . The 
minority report states in this connection 
that manufacturers of standard parts 
whose business increases substantially as 
a result of new end products introduced 
by their customers should also be given 
relief. In other words, the minority con­
tends that excess profits earned by any 
company because · of new products pro­
duced by others should be given relief. 
For example, the minority would grant 
additional relief to a company which 
manufactured more spark plugs because · 
a new tank is designed for the defense 
program. 

(c) Discrimination against new and 
growing companies: The minority report 
states that no provision is made for a 
company which itself was new and oper­
ating in a new industry with a low rate 
of return. They cite television as an 
example. The minority argument ig­
nores the fact that the industry classi­
fications are broad. This has the advan­
tage that new industries are given a rate 
of return based not only on their own 
industry but also on rates in well-estab­
lished businesses in the same general 
classification. 

(d) Administrative difficulties: · The 
minority report states that the benefit 
of section -443 of the bill relating -to new · 
businesses or old businesses introducing 
new products may not be availed of by 
a taxpayer when filing his return but 
must be claimed in a separate applica­
tion for relief. However, the minority 
states in parentheses that the exception 
to this rule is provided in section 430 (d). · 
Section 430 (d) actually permits all com­
panies granted relief under section 443 
to defer 80 percent or more of the reduc­
tion in tax claimed because of the relief 
granted to new companies or new prod­
ucts. This 80-percent deferment corre­
sponds with a deferment of only one­
third of the tax for such companies dur­
ing World War II. 

· The minority also states in this con­
nection that the possibility of dispute 
with regard to the provisions of section 
443 exists for a ·number of ·technical 
reasons. Actually, however, the concept 
of what constitutes a change in product 
or services was developed under the prior 
excess-profits-tax law, and experience 
thereunder was generally satisfactory. 
Thus, there is no reason to expect that 
the administration of section 443 will be 
fraught with unusual difficulties. The 
section will apply automatically in most 
cases and will therefore eliminate a great 
deal of administrative work which this 
type of situation formerly required. 

(e) Credit is in inverse proportion to 
rate of growth: The minority state that 
the faster the rate of growth the earlier 
in the development period will be the de-

termination of the credit. This state­
ment appears to be made as a criticism 
of the provision relating to the growth 
formula and the relief applicable to new 
companies and new products. Actually, 
however, where the rate of growth is fast 
in the early part of the development of 
the business and then slackens off, the 
credit should be determined on the basis 
of the early experience. Consequently 
the provision in the bill conforms with 
the objectives of the committee in such 
cases. Under the present situation, with 
war-stimulated business, allowance for 
growth beyond the limits set by the com- · 
mittee would be likely to give an addi­
tional credit merely for defense-induced 
profits. 

4. H. R. 9827 AND THE NATIONAL DEFENSE 

Ah-craft industry: The minority repqrt 
states that vital information promised to 
the committee by the Treasury Depart­
·ment during the public hearings in re­
gard to the aircraft industry was never 
furnished to the committee. The4'l'reas­
ury Department provided the committee 
·with an analysis of the data for 15 of the 
largest aircraft manufacturers, which 
constitute most of the industry. In. ad­
dition, at the request of one of the sig~ 
natories of the minority report, a special 

·table was prepa·rect summarizing the in- . 
·formation presented at the executive ses­
sion. Throughout the executive session 
the staff of the Treasury Department was 
very helpful to the .committee . and 
worked night and day to provide them 
with the necessary information. In view 
of the record, it is u:µfair to make this 
accusation. 

The minority report states that no spe­
cial provisions were de.signed to ~ushion 
the injurious effects of ~he excess-profits 
tax on the aircraft industry. This state-

. ment is also incorrect. Many of the lib­
eralized features of the proposed tax 
which are described in detail in the re­
port on the bill were designed with the 
aircraft industry in mind. The follow­
ing is a summary of the liberalized f~a­
tures of the bill which will be particu­
larly helpful to the aircraft industry. 

. (a) The earnings credit would be com­
puted on the basis of the three best years 
of the 1946-49 period and if othe~ deficit 
years remain, such years will be counted 
as zero in the computation . of base­
period earnings. This provision was in­
tended to be of assistance to such .indus­
tries as airer.aft where the majority of 
companies had more than one deficit in 
the base period. . 

(b) For purposes of computing the in- · 
vested capital credit, companies will be 
allowed to add back· the amount of net 
deficits incurred in the base period. 
This feature would be of particular im­
portance to the aircraft companies in . 
view of their deficit experience since 
1945. . 

(c) In the case of new capital, in­
cluding retained earnings, a rate of re­
turn of 12 percent would be allowed in 
computing base-period credit or in­
vested-capital credit. In the case of bor­
rowed capital, adjustment for credit 
would be one-third of the interest paid, 
not to exceed 3 percent of the amount . 
borrowed. This provision will be of spe­
cial importance to growing firms in the 
aircraft industry. 

It is well to recall in this connection 
that much of the increased profits result­
ing directly from the defense program 
will accrue to the· benefit of the aircraft 
industry. Adequate provision has al­
ready been made to protect this· industry. 
Further liberalization of tne provisions 
of the excess-profits tax for this industry 
might wipe out the excess-profits tax in 
an area where it is probably most jus­
tified. 

5. STRATEGIC AND CRITICAL MATERIALS 

It is the view of the minority that 
H. R. 9827 does not go far enough in ex­
tending special consideration to the min­
ing industry insofar as strategic and 
critical minerals are concerned. Spe­
cifically, they suggest that section 451, 
relating to exemption of the increased 
output of mines; be broadened to grant 
additional tax relief to mining industries. 

We are all aware of the need of secur­
ing adequate supplies of basic materials 
to meet the emergency demands of .the 
economy. Our tax laws must be care­
fully drawn so that they do not d~s.- .. 
courage the utmost production of neces­
sary materials. It is also important that 
special forms of tax relief intended to 
foster productioh be carefully designed 

' to serve their purposes without creating 
· serious revenue losses and ·inequities 
through broad and unjustifiable exemp.­
tions. To this end H. R. 9827 contains 
several . specific relief provisions for th~ 
milleral indus"tries which will remove tax 
deterrents to production and will foster 
output of strategic minerals. 

The complete exemption of income de­
rived from mining specified strategic 
minerals has been carried over from the· 
World War II law and to the 14 minerals 
formerly exempt have been added by . 
committee amendment 10 others, includ-

. ing uranium, which have been suggested 
for . inclusion by the defense production 
authorities. The amendment also pro­
vides that the complete exemption be 
extended to any other minerals which 
are judged by the defense a:uthorities to 
deserve such treatment. 

Under the bill, as during World War 
II, income deriv~d from the accelerated 
output of minerals is wholly or partially 
exempt from the excess-profits tax, to 
the extent this production is exhausting 
the taxpayers' known mineral reserves. 
For most minerals this exemption. is 
graduated from 20 percent upward to 
100 percent, according to the rapidity 
with which existing reserves are being 
depleted. In · the case of coal and iron 
mines, timber properties ~nd natural-gas 
properties, the exemption is one-half of 
the income from output in excess of base­
period output. 

The bill also contains the World War 
II provision exempting income derived 
from Government bonuses which were 
paid for output in excess of specified 
quotas. While no bonus pro~ram is in 
effect at present, the exemption will be 
available in the event • production au­
thorities should decide that such a pro­
gram is needed. 

These special measures are in addition 
to the generally liberal provisions of the 
bill and the minimum credit which 
exempts small mining corporations. 
Finally we should not forget the fact that 
mineral producers receive preferential 
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treatment through allowances of per­
centage depletion, which serve to reduce 
both excess-profits-tax and income-tax 
liabilities. 

6. REGULATED PUBLIC UTILITIES 

It is charged that the alternative 
credit permitted public utilities, equal to 
a stipulated return on their capital after 
income tax, will work extreme hard­
ship on many companies because the 
invested-capital base may be less than 
that employed for rate-making pur­
poses. It is true, of course, that the 
adjusted basis of assets for tax purposes 
may differ from their valuation used by 
regulatory authorities. It is equally 
true that the taxable income of utili­
ties differs from that determined for 
rate-making purposes. It · is necessary 
to look at both the valuation of assets 
and the determination of income. In­
come for Federal tax purposes may be 
substantially lower than for rate-mak­
ing purposes because of higher allow­
ances for depreciation. 

While the committee agreed to pro­
vide a minimum return for public utili­
ties before they were subject to excess­
profits tax, this determination of tax:­
ability could not be left to the practices 
of the many regulatory authorities in 
the country. Allowances for working 
capital, valuation of property, depreci­
ation, interest charge to construction, 
as well as the fair rate of return itself, 
all vary among the States. The neces:­
sity of being guided by these varying 
practices called for by the minority re­
port would be a dangerous precedent to 
establish for Federal tax purposes. In 
fact, serious doubts have been raised 
about injecting into the excess-profits­
tax law the principle of guaranteeing 
any corporation a minimum tax-free re­
turn on investment before being subject 
to income tax. 

You can readily see how tax admin­
istration would be complicated if it were 
necessary to use one set of determina.:. 
tions for income-tax purposes and an­
other for the excess-profits tax. One 
of the important improvements in the 
committee bill is the provision for in­
tegrating the income and excess-profits 
taxes so that administration would be 
simplified. 

Mr. Chairman, I trust that the mem­
bership will accept this effort on the part 
of the majority members of the Ways 
and Means Committee, and th'ose mi­
nority members who voted for the bill 
when it was reported, as a genuine and 
sincere effort to do that thing which you 
told us last September to do. We came 
back in November, immediately follow­
ing the general election, when other 
Members did not have to come back 
until November 27. We worked hard 
on this job. We have worked sincerely 
trying to make it a better bill than the 
one we had after World War II, one 
against which less justified criticism 
could be raised. We think we have done 
that. We think that what we bring you 
today, if you still desire an excess-profits­
tax law, as you indicated in September, is 
worthy of your acceptance as what you 
told .us then you wanted us to bring to 
)'OU. ... 

I trust that, if there is a motion to 
recommit, the motion will be defeated, 

and that this bill will immediately be 
sent on to the other body, so that imme­
diate work may be -initiated over there, 
and that we may have a bill before the 

· Christmas holidays that we can send to 
the President. 

Mr. REED of New York. Mr. · Chair­
man, I yield 30 minutes to the gentle­
man from Iowa [Mr. MARTINL 

Mr. MARTIN of Iowa . . Mr. Chair· 
man when millions of young men must 
inte~rupt their careers and risk their 
lives in the cause of national defense, 
those who stay at home should be will­
ing to serve the cause of national defense 
without being allowed to enrich them­
selves by the abnormal wartime price 
structure. Furthermore, the Govern­
ment needs increased revenues to prose­
cute the war most effectively, and it is 
both necessary and fair to tax increased 
earnings attributable to the national 
emergency. On the other hand, it is · 
highly important that the tax program 
of the Government not kill incentive to 
produce the essential materials and 
equipment at the very time they are 
most needed. 

The provisions in H. R. 9827 for tak:­
ing 3 out of 4 years of the base period 
to determine the base period credit is 
fair enough, but the provision in this 
bill to tax all earnings in excess of 85 
percent of the base-period credit so 
determined is exceedingly unfair to 
those industries that experienced low 
earnings during the base period. In 
effect this provision places those cor­
portions in a strait-jacket and threat­
ens to kill incentive for their expan'."' 
sion. Unfortunately for America today, 
many industries that are vital to our 
successful prosecution of the war ex­
perienced· low earnings during the base 
period and now face being placed in this 
strait-jacket at the very time we need 
them most. 

Therefore while I favor the imposition 
of a tax on ~xcess corporate profits aris'."' 
ing from the war economy, I cannot sup­
port any part of such a tax program that 
may kill incentive in those industries 
that determine the success of or failure 
of our war effort. I kept that qualifica­
tion uppermost in my mind throughout 
the hearings and the executive sessions 
of the Committee on Ways and Means, 
because I have given most of my lifetime 
to the study of national defense. That is 
why I advocated special consideration 
for transportation, communications, 
and other utilities, and special considera­
tion for aircraft production and the pro­
duction of strategic and critical ma­
terials by our domestic mining industry. 

In the hope that I can be helpful in 
securing a better understanding of the 
impact of this proposed legislation on 
some of the vital national defense in­
dustries, and especially in the hope that 
my discussion may be helpful to the 
Senate Committee on Finance in their 
consideration of amendments which can­
not be presented to the House of Repre­
sentatives under the closed rule that 
governs our proceedings on this bill, I 
will proceecl to discuss my objections to 
the bill in the field of national defense. 

While I commend the committee on 
the action they have taken in this legis­
lation with respect to certain transporta­
tion and communication industries and 

to utilities generally, I am alarmed over 
their failure in this bill .to extend proper 
and needed consideration to the airline 
.industry and the aircraft production in­
dustry, and to the domestic mining 
industry. 

The committee has extended some 
badly needed relief to the mining in­
dustry in the form of a committee 
amendment that will be presented to 
section 448 of the bill, H. R. 9827. now 
under consideration, but I am seriously 
disappointed in the refusal of the com­
mittee to adopt a more liberal treatment 
of the mining industry in section 451 of 
the bill. That section is identical to sec­
tion 735 of the World War II excess­
profits-tax law, and the mining industry 
presented a very effective appeal for 
liberalizing some provisions of that sec­
tion based on their experience with this 
law during World War II. This section 
should be continued, but Congress can 
provide greater incentive to the mining 
industry by eliminating all reference to 
"estimated recoverable units," or any re­
ductions or exclusions based on the ratio 
of current output to the estimated re­
coverable units remaining in the proI?­
erty. Such reductions or limit~tions are 
directly contrary to the principle that 
the normal profit per unit should not be 
subjected to a tax on excess profits. 

Let us examine the position of. the 
administration in regard to the mining 
industry. 

On page 81 of the hearings you will 
find a colloquy between Secretary of 
the Treasury Snyder and myself, as fol­
lows: 

Mr. ¥ARTIN. Then there is another very 
important question. I have not seen in your 
statement any reference at all regarding the 
exemption to strategic and critical materials, 
particularly minerals. Do you have any pro­
vision in mind for that? 

Secretary SNYDER. That is a part of our 
continuing study and we will try to have 
something ready for you during the course 
of your deliberations. 

Mr. MARTIN. It is your idea that we should? 
Secretary SNYDER. Some consideration 

should be given to it. 
Mr. MARTIN. That we should include that 

in our study? 
Secretary SNYDER. You are thinking in 

terms of stimulating production? 
Mr. MARTIN. Absolutely. 
Secretary SNYDER. Yes. 
Mr. MARTIN. Domestic production? 
Secretary SNYDER. I understand. 

.Throughout the balance of the hear-
ings and during the executive sessions 
and study by the Committee on Ways 
and Means, I waited in vain for the sub­
mission of any proposals by the Secre­
tary to stimulate domestic mine produc­
tion through extending special consid­
eration to them in this legislation. In 
fact the committee approved the amehd­
me~t to section 448 of the bill in the face 
of vigorous opposition by Treasury staff 
members who sat in committee meetings 
through'out the executive sessions. 

Just today my attention has been 
called to the statement of Secretary 
Snyder before the Senate Committee on 
Finance yesterday in which . he made 
the following statement: 

Another provision of the bill, section 448, 
would greatly enlarge the area of preferential 
treatment in the mining industry. I an:i. 
fully aware of the importance of securing 
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strategic minerals. However, it will require 
great care to formulate legislation in the 
interest of defense production without grant­
ing unjustified benefits or encouraging un­
productive diversion of essential resources. 
When this mat ter receives your considera­
tion, the staff will be prepared to place t~e 
pertinent facts before you. 

The inaction of the Treasury staff in 
bringing to the Committee on Ways and 
Means any sugge~tions for amendment 
or improvement of the provisions of the 
World War II excess-profits-tax legisla­
tion together with their vigorous oppo­
sition to the amendment approved by the 
committee that will be introduced as a 
committee amendment led me to believe 
that Secretary Snyder 's efforts before 
the Senate Committee on Finance will be 
entirely negative in spite of the failure 
of the World War II excess-profits-tax 
legislation to stimulate and encourage 
production of strategic and critical ma­
terials. 

The number of mines producing gold, 
silver, copper, lead, and zinc in this coun­
try was reduced from 11,033 in 1935 to 
2,308 in 1949. I do not have at hand 
the number of mines producing other 
minerals, but I know that a great many 
mines of all kinds have closed during the 
past 15 years. Furthermore, industrial 
stockpiles of strategic and critical mate­
rials are today at a dangerously low level. 
Any industrialist in America will attest 
that fact, and almost every Government 
official who ha·s had jurisdiction in this 
field will do likewise. Still further, the 
Government's stockpile that should have 
reached 80 percent of the 5-year pro­
gram established by Congress in 1946 
stood on June 30 of this year at 38.4 
percent. But probably the most vital 
reason for keeping all of our domestic 
underground mines in operation is to re­
tain, and, if possible, increase, the pres­
ent supply of mine labor. Experience 
during World War II proved that the 
supply of this labor cannot be increased 
after war has commenced. In fact, the 
reverse was true, and, due to the loss of 
mine labor as the war progressed, domes­
tic copper production dropped 44 percent 
from 1942 to 1946, lead production 
dropped 32 percent, and zinc production 
dropped 25 percent during the same pe­
riod. From the end of World War II 
until March of this year, three-fourths 
of all the strategic and critical materials 
purchased for the stockpile were pur­
chased in foreign countries. I am sorry 
I do not have at this time figures for the 
last 9 months. 

The President's request of December 
1 for additional appropriations for the 
Department of Defense will bring the 
total for the United States military 
forces for the current fiscal year to $41,-
800,000,000 and for the Atomic Energy 
Commission an additional $1,050,000,000. 
In a program of this magnitude, the pro­
duction of needed equipment will tax our 
meager supplies of strategic and critical 
materials to the utmost. The chairman 
of the Munitions Board last May told 
300 business leaders in Pittsburgh that 
the Army, Navy, and Air Force would 
place orders for $41,000,000,000 of war 
materials in the first 6 months of an 
emergency, but placing the orders and 
get.ting production are two vastly differ-

ent things. Those orders will stay in the 
category of orders only, unless we have 
the strategic and · critical materials 
needed for actual production. 

I have here available for your inspec­
tion 30 different official regulations and 
orders issued during the past 8 weeks 
by the National Production Authority 
that furnish us with strong proof of the 
extreme scarcity of materials needed in 
our preparedness program. 

Clearly this is no time fm; the tax­
writing committees and for Congress in­
advertently to place the mining indus­
try in the strait-jacket of World War 
II excess-profits-tax legislation when 
the record made in World War II shows 
that that legislation might delay and 
even defeat our entire national defense 
effort. Do we need to wait longer for 
Secretary Snyder to study the impact of 
the World War II excess profits tax leg­
islation on the mining industry? 

The effect which the bill would have 
on the airline industry is, in my opinion, 
another serious blow to an industry ex­
tremely vital to our national defense. 

We all know the splendid role which 
the commercial airlines played in World 
War II, and the dependence which the 
military is placing on them in the event 
of another conflict. Prior to World War 
'u, plans were carefully made for the util-
ization of the airlines in the case of a 
war. Not only were these plans carried 
out in full, but drastic additions were 
made when the critical needs for trans­
port aircraft in that war became clear. 
In May of 1942 the Government requisi­
tioned 168 aircraft which the airlines 
had on order, and took almost half of 
the aircraft then in operation. Approxi­
mately half of all of the airline execu­
tives, flight crews, and mechanics also 
entered military service. 

The last war proved the value of air 
transport to the military. As a result, 
this Government has given almost con­
stant attention since the end of World 
War II to the provision of air-transport 
capacity for military purposes, in the 
event of another similar emergency. In 
all of the studies a large portion of the 
commercial airline fleet has been re­
garded in effect as a part of the available 
military transport fleet. 

I am informed that these studies have 
revealed that, notwithstanding the use 
of a portion of the commercial fleet, a 
·serious deficiency in air-transport ca­
pacity is to be expected. It has been 
plain to the airlines that, in order to 
meet this national defense problem, they 
are required to develop their commercial 
business and the size of their fleets as 
rapidly as possible. They have made 
good progress in carrying out this re­
sponsibility, the fleet having increased 
since the end of World War II from 
about 350 twin-engine airplanes to over 
1,000, almost half of which are four­
engine transports. The airlines now 
have on order 164 aircraft, costing about 
$136,000,000. These aircraft will be put 
into service in th~ next 2 or 3 years. 

The value of the airline fleet in times 
of emergency was again demonstrated 
last summer when it became necessary 
to provide fast transportation across the 
Pacific to Korea. The military request­
ed, and promptly received, from the air-

lines 43 four-engine transports, with four 
crews for each airplane. This consti­
tuted about 10 percent of the airlines' 
four-engine fleet. While this operation 
did not drastically affect the mainte­
nance of successful commercial service, 
a more extensive future operation of the 
same kind certainly would. 

If you have listened to the radio in the 
last 30 minutes, you know that you may 
have need for some air transport in an 
awful hurry. · 

Mr. REED of New York. Mr. Chair­
man, will the gentleman yield? 

Mr. MARTIN of Iowa. I yield. 
Mr. REED of New York. Is it not a 

fact that a large part of the civilian 
planes have already been requisitioned 
for this emergen,cy in Korea? 

Mr. MARTIN of Iowa. Yes. 
Mr. REED of New York. Yet this bill 

would work an injury to this very in-
dustry that we need. · 

Mr. MARTIN of Iowa. It is very hard 
on the airline industry. 

By the Civil Aeronautics Act of 1938, 
the Congress created the Civil Aero­
nautics Board and made it the Federal 
agency responsible to see to it that the 
airline industry is economically sound, 
and developed as required to meet the 
present and future needs of the com­
·merce of this country and of our na­
tional defense. The Board was directed 
by that act to take those needs into 
account in determining the mail com­
pensation to ~e paid to the airlines. In 
the exercise of its expert judgment the 
Board has consistently held that a re­
turn of 10 percent on airline investment 
is essential to the maintenance of a 
sound industry. 

The measure before us provides two 
·bases upon which the taxpayer may de- . 
termine the amount of excess profits tax 
he will pay. However, since the airline 
industry, according to the Treasury De­
partment's own figures, suffered a loss 
during the years 1946 through 1949 it is 
unable to use the so-called average earn-

. ings method for determining its tax 
credit. The industry is compelled, there­
fore, to use the so-called invested capital 
credit. The bill before us would permit 
the industry a · credit amounting to 5 
percent of its investment after income 
taxes. Thus, the industry would be per­
mitted to earn approximately 5 percent 
on its investment, and the remainder 
would be taxed at 75 percent as excessive 
earnings. 

I have seen nothing in the record of 
the hearings on this bill, nor do I have 
any information from any source what­
soever, that the determination by the 
Civil Aeronautics Board of the earnings 
which the airlines should be permitted, 
is in error. As a matter of fact, I be­
lieve that the Board's determination is 
correct. That being the case, it is on the 
face of it, unwise, and even dangerous 
from the viewpoint of our defense effort, 
to cut substantially in half the amount 
of earnings which the Civil Aeronautics· 
Board has determined that the industry 
must have in order to maintain its proper 
growth. If for no other reason than the 
effect of this bill on the airline industry, 
I believe that it should be reviewed and 
revised by th,e Con~ress in the interest 
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of national defense before it is finally 
enacted into law. 

In this hour of greatest need for air­
craft production you will find very little 
information regarding the impact of 
H. R. 9827 on the aircraft production in­
dustry in the hearings or in any other 
document available to Congress at this 
time and furnished by the Treasury. 
The Treasury staff did provide the Com­
mittee on Ways and Means with some 
information regarding the 15 aircraft 
manufacturers but that information was 
picked up within 10 minutes after it was 
placed before the committee because the 
Treasury staff did not want to reveal 
specific data regarding individual corpo­
rations. I therefore asked the Treasury 
officials to prepare a general statement 
by groups of corporations in this field 
showing the excess profits tax credit in a 
way that will be informative to Congress 
and yet not reveal information regard­
ing specific aircraft manufacturers. 

Why in Heaven's name the Treasury 
staff did not do that originally for our 
information and guidance I will never 
know. 

The rate of return on net worth after 
taxes for all manufacturing was 12.8 per­
cent in 1946, 15.6 percent in 1947, 16.1 
percent in 1948, 11.7 percent in 1949, and 
15.6 percent in the second quarter of 
1950. 

From the data furnished me by the 
Treasury officials it appears that if the 
excess profits tax credit for the 15 air­
craft manufacturers is computed for the 
entire base period according to the base­
period earnings method and invested 
capital method and the higher of the 
two is used the credit in terms of percent 
of net worth beyond which the aircraft 
manufacturers must pay so-called excess 
profits taxes stands at 4. 7 percent for 
the lowest 5 aircraft manufacturers, 6.8 
percent for the middle 5, and 10. 7 per­
cent for the highest 5 aircraft manu­
facturers. The over-all average credit 
as percent of net worth for the entire 
industry stands at 6.4 percent. This 
compares with the average of 15.3 per­
cent for all manufacturing as indicated 
above. 

Mr. HINSHAW. Mr. Chairman, will 
the gentleman yield? 

Mr. MARTIN of Iowa. I yield. 
Mr. HINSHAW. The gentleman has 

made a very cogent statement. I think 
the Committee on Ways and Means and 
the House of Representatives should 
realize that right now, ·as the gentleman 
has said, and in the near future, the 
aviation industry will be called upon to 
expand its production from 5 to 25 
times. That is a multiplication figure 
and not a percentage figure. Yet they 
are expected to take profits based on 
years when they were practically out of 
business. 

Mr. MARTIN of Iowa. I thank the 
gentleman very much. I know the 
younger Members of the Congress will 
be interested in knowing that the gen­
tleman from California, Congressman 
HINSHAW, has given more time and more 
service to this field which I am now dis­
cussing than any man I have known in 
the Congress during my entire service 
here. · 

Mr. HINSHAW. The gentleman is 
very kind, but I am hoping that we can 
point out to the committee and to the 
Government that they are going to ex­
pect these people to invest money in ma­
terials and wages to an extent far, far 
greater than their net worth, which 
means that they will have to go into the 
banks and to the Government to borrow 
a very great deal of money and they will 
be paid for their efforts at the same 
rates they were being paid during the 
years 1946 to 1949 when they were prac­
tically out of business. 

Mr. SIMPSON of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. MARTIN of Iowa. I yield. 
Mr. SIMPSON of Pennsylvania. Will 

the gentleman tell us what the aircraft 
industry must do in order to receive the 
money to be used as capital for the nec­
essary expansion which must be made if 
we are to carry out our war effort as 
it should be carried out? Where will 
the money come from? 

Mr. MARTIN of Iowa. If no provision 
is made, and no modification is made in 
the terms of this legislation the aircraft­
manufacturing industry is up against a 
stone wall. I for one do not know where 
they can turn for enough funds to do 
the job asked of them. May I ask the 
gentleman if he has any suggestion to 
make? 

Mr. SIMPSON of Pennsylvania. May 
I suggest that a final alternative for the 
aircraft industry is to appeal to the Gov­
ernment for funds and to borrow money 
from the Government and avoid the use 
of private capital which should take the 
risk and is eager to take the risk if it 
is a reasonable business risk, with pros­
pects of a reasonable return. 

In other words, the American way of 
carrying on our economy will be broken 
down and there will be substituted for 
our American economy Government in­
vestment in the industry upon which our 
def enJe depends. 

Mr. MARTIN of Iowa. But even 
though that approach is finally resorted 
to, have we not delayed private indus­
try in going ahead at this time and get­
ting our aircraft which we need so seri­
ously and so immediate1y? 

Mr. SIMPSON of Pennsylvania. By 
our own deliberate act today in adopting 
this bill without some special provision, 
we are creating a situation whereby, by 
our own act, we are delaying the expan­
sion of the aircraft industry. 

Mr. MARTIN of Iowa. Exactly. That 
is my chief criticism of the hasty, ill­
considered, poorly studied approach to 
this · particular problem in the field of 
national defense. ' 

Mr. REED of New York. Mr. Chair­
man, will the gentleman yield? 

Mr. MARTIN of Iowa. I yield. 
Mr. REED of New York. Yet the 

other side will take the floor and chide 
us because we wanted to bring in a bill 
in the interest of national defense. 

Mr. MARTIN of Iowa. Exactly. 
Mr. HINSHAW. Mr. Chairman, will 

the gentleman yield further? 
Mr. MARTIN of Iowa. I yield. 
Mr. HINSHAW. I would like to point 

out, and I am sure the gentleman may 
in the course of his remarks do so, that 
nearly all of these defense contracts that 
are issued will very shortly be subject 

to an act that will be passed again by 
this Congress, known ;i,s the Contract 
Renegotiation Act. 

Mr. MARTIN of Iowa. Yes. 
Mr. HINSHAW. The Renegotiation 

Act attempts to compensate the manu-
. facturers of defense materials in a rea­
sonable and fair way. It has generally 
amounted to ·about 2 percent compensa­
tion for doing that job for the country. 
That is about the compensation that was 
awarded to the manufacturers of aircraft 
and engines during the last war. The 
renegotiated profits are even then sub­
ject to this tax, which means it does not 
make any difference whether you have 
renegotiation or not on those companies 
which are required to expand their pro­
duction many times over. Let us take 
the case of the General Motors Corp. 
and the General Electric Corp., who are 
going to be and have been engaged in the 
manufacture of jet engines. The com­
mercial profits have been so high in the 
last few years that it does not make any 
difference to them if they turn over to 
manufacturing jet engines, but if we ex­
pect Pratt-Whitney and Wright · and 
some of the rest of them to go into the 
manufacture of jet engines, they will do 
it at a loss. This bill favors the big cor­
poration and is detrimental to the small 
corporation that is required to expand 
for the national defense. 

Mr. MARTIN of Iowa. I thank the 
gentleman. That is the point I tried to 
bring before the Ways and Means Com­
mittee during the time we had this par­
ticular phase of the legislation under 
consideration in executive session. I 
only wish I had had the gentleman at 
my elbow at that moment, because I 
know he could have helped tremendous­
ly in a voiding this completely crippling 
type of legislation being brought to the 
Congress as it is now. 

Mr. HINSHAW. I wish I could have 
been with the gentleman. 

Mr. MARTIN of Iowa. This bill, if 
enacted into law in its present form, will 
throw a wet blanket over the aircraft­
production industry that will kill incen­
tive to produce aircraft at the very time 
we need them most. · 

I condemn H. R. 9827 most emphati­
cally because no provision is made to ex­
empt the aircraft-production industry 
from the strait-jacket imposed by this 
legislation on industries that experienced 
low income during the base period. 

The crisis confronting our Nation to­
day calls for all-out aircraft production 
without delay. 

Just 3 years ago both the Congress and 
the President were so alarmed over the 
plight of the aircraft industry following 
World War II that they undertook the 
most exhaustive study of the industry 
that we have ever known. The Presi­
dent appointed liis Air Policy Commis­
sion and the Senate and the House by 
joint resolution established the Congres­
sional Aviation Policy Board. Many 
Members of the present Congress served 
on this Board. 

The reports of both of these bodies 
warned against tampering with the fi­
nancial stability of one of the most im­
portant bulwarks of our national de.• 
fense--the aircraft-manufacturing in­
dustry-and yet when we need it most 
this bill has disregarded the findings and 
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the warnings of these studies of just 3 
years ago, and not only has failed to pro­
tect the aircraft industry but actually 
has discriminated against it simply to 
report out a bill within the prescribed 
timetable. 

I am sure these effects are not realized 
by those who approved the majority re­
port but ·if this bill is not amended to 
redress a great wrong, then we will have 
failed, in the very first test of the pres­
ent crisis, to . build up the industry on 
which we have relied in the past and 
must rely now in the defense of the 
Nation. 

During the years 1946 to 1949 the air­
craft manufacturing . industry suffered 
huge losses, as a result of the costs of 
reconversion, coupled with the industry;s 
desperate efforts to survive through 
turning to commercial work when mili­
tary business radically declined at the 
end of the war. 

According to testimony before the 
Ways and Means Committee, one im-· 
portant aircraft company had a loss in 
a single year, before taxes, of over $25,-
000,000. Another company had a loss in 
each of the 4 years 1946 to 1949 of over 
$50,000,000. Fifteen leading aircraft 
manufacturers had an annual average 
loss before taxes in these 4 years of 
$1,200,000. 

The bill before this · House is based on 
the assumption that 1946 to 1949 was a 
period of unusual prosperity. But the 
aircraft industry during this ·period was 
·suffering a serious depression. 

The aircraft industry appeared before 
the Ways and Means Committee to ex­
plain its problems and made various pro­
posals which would give it some relief. 
None of these proposals was included in 
the pending bill. 

It is unnecessary to labor the point 
further that a strong aircraft industry is 
vital to our survival. But to be strong, 
that industry must have adequate profits 
after taxes to finance research, neces­
sary plant improvement and develop­
ment. 
· · The aircraft industry is already faced 
'with problems of the greatest difficulty. 
The advent of the jet engine with its 
tremendous increase in power availabil-

. ity has revolutionized almost overnight 
the construction of modern military air­
craft. Present-day fighters go 700 miles 
per hour compared to 450 miles per hour 
in World War II. They operate at alti­
tudes up to 50,000 feet instead of the 
former 20,000 to 25,000 feet. . 

These advances have confronted the 
industry with terrific problems in re- · 
search and design. New production 
techniques are constantly required. . To 
maintain leadership, however, the in­
dustry must have funds derived from 
profits after taxes to carry on these ac­
tivities. A number of ·the leading com­
panies right now have programs for es­
sential plant improvement involving 
many millions of dollars, but their abil­
ity to carry out these programs is preju­
diced by this bill. 

Mr. REED of New York. Mr. Speaker, 
will the gentleman yield? 

Mr. MARTIN of Iowa. I yield. 
Mr. REED of New York. I am sorry to 

interrupt the gentleman, for he is mak­
ing a perfectly wonderful speech, . but 
does the gentleman recall that Admiral 

Ramsey appeared before our committee 
and testified that Great Britain was far 
in advance of us in the development of 
the jet planes and speed planes? 

Mr. MARTIN of Iowa. Yes. 
Mr. REED of New York. That is cor­

rect, is it not? 
Mr. MARTIN of Iowa. Yes; our su­

premacy in that field is a matter of some 
considerable question because of some of 
the policies this Government has im­
posed on the industry. 

Mr. REED of New York. And this bill 
will make it still worse. 

Mr. MARTIN of Iowa. Absolutely and 
seriously so. 

The House bill gives no recognition to 
these facts nor to the postwar depression 
suffered by this industry. None of the 
relief requested by the aircraft industry 
was granted. The bill wholly ignores 
the aircr;:tft industry which is so vital to 
our national defense. 

Those who know and understand the 
problems involved in expanding the Air 
Force and Naval Aviation for war know 
that the controlling factor in the build­
up of the Air Force and Naval Aviation is 
the supply of planes. Pilots could be 
trained, say the experts, faster than 
planes could be manufactured. That is 
why I placed so much emphasis upon the 
aircraft industry in my discussion with 
Secretary Snyder during the hearings: 

Some of the vital information which 
was promised to the committee by the 
Secretary of the Treasury during ·the 
public hearings was never furnished. In 
the case of the aircraft production in­
dustry, for example, the colloquy be­
tween the Secretary of the Treasury and 
me was as follows: 

Mr. MARTIN. I have a question or two here 
with reference to the national defense. I 
am particularly interested in a program that 
-yvill avoid crippling essential defense indus­
tries. Do you have any suggestions for spe­
cial relief in the case of the aircraft industry 
which suffered a loss in the period 1946-48? 

Secretary SNYDER. That has been among 
our worst cases that we have had to consider 
and we think that special consideration must 
be given. 
· Mr. MARTIN. Have you any suggestions re­
garding that poin.t? I have not found any 
in your statement. 

Secretary SNYDER, We did not put that in 
here, because it is a matter that we will have 
to talk out with you as a special case. 

Mr. MARTIN. It is very essential that we 
give that consideration, is it not? 

Secretary SNYDER. There is no question 
about it. We are fully in accord with that. 

But no special provisions designed to 
cushion the injurious effect of the Ad­
ministration's proposals on this vital 
defense industry were ever proposed by 
the Treasury officials nor are any con­
tained in H. R. 9827. 

How long must we wait for Secretary 
Snyder and his staff to a waken to the 
possible disaster to America that lurks 
in the background of our exceedingly 
dan·gerous international situation that 
exists today? 

The overzealous effort of the present 
national administration to apply iron­
ftsted and ill-fitted curbs on free enter­
prise regardless of the impact of those 
curbs on our national defense leads me 
to quote a paragraph from House Re­
port 982, of the Seventy-seventh Con­
gress, first ses;:;ion, submitted to Congress 

by a special investigating committee of 
he Committee on Military Affairs, July 
21; 1941, as follows: 

Emphasis over the past few years has been 
made on social reform rather than national 
security. As a nation we seem to have for­
gotten that without ~ational security social 
reform might well prove meaningless. 

Mr. CARROLL. Mr. Chairman, will 
the gentleman yield? 

Mr. MARTIN of Iowa. I yield fo the 
gentleman from Colorado. 

Mr. CARROLL. I am very much in­
terested in the comments of the gentle­
man about free enterprise and also his 
comment on the aircraft industry. The 
Senate Committee on Small War Plants 
Corporations points out that up to June 
1945 the Federal Government spent $3,-
474,000,000 for facilities for the produc­
tion of aircraft engines and parts. The 
industry itself spent in that period of 
time $317,MO,OOO, or less than 10 per­
cent of the money that the Government · 
put in. 

Under this bill if the deficits that the 
gentleman mentioned exist, and I am 
sure they do, under the deficit provi­
sion in. this bill they can be considered 
and put in as a part of invested capital; 
but, as the gentleman from California 
expressed it a little while ago, if we in­
crease our production from _two- to five-
fold-- · 

Mr. HINSHAW. Five to twenty-five. 
Mr. CARROLL. Obviously there is go­

ing to be no equity capital to give us 
that production and they will do as they 

· did before: They will get the money from 
the Government and when they get that 
money, of . course it will be subject to 
renegotiation. But under the 5-year 
amortization plan they will end up as 
they did before with the plant facilities~ 

It seems to ·me in this critical period 
certainly we need this industry, certainly 
we need their know-how, certainly we 
ought to do everything we can to stimu­
late production. However, I sincerely 
believe there is not anything in the pro­
visions of this bill that would keep this 
great industry from producing as the 
gentleman from California has indicated. 

Mr. MARTIN of Iowa. Unfortunately 
there are. I described the strait-jacket 
as applied to this industry arid I suggest 
the gentleman read and study my entire 
statement in the RECORD tomorrow. 

Mr. HINSHAW. Mr. Chairman, will 
the gentleman yield? 

Mr. MARTIN of Iowa. I yield to the 
gentleman from California. 

Mr. HINSHAW. Something like 1,575 
war plants were built at Government 
expense during the last war. Of that 
number approximately 90 were sold at 
the end of the war . . There still remain 
unsold and available to the Government 
some 1,485 such plants. Under this bill 
if an aircraft manufacturer is called 
upon to operate a Government plant, 
that is not his investment. That is a 
Government investment. He is not en­
titled under this bill to make earnings 
upon a Government investment. 

Mr. CARROLL. May I suggest to the 
gentleman from California when he gets 
the loan from the Government that loan 
becomes a part of invested capital. 

Mr. HINSHAW. Under this bill? 
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Mr. CARROLL. Under this bill; and 

moreover under the deficit provision he 
can include any loss as invested capital. 

Mr. HINSHAW. I cannot find that 
in the bill. Certainly a Government­
owned plant is not set .up as a loan. 

Mr. MARTIN of Iowa. Will the gen­
tleman explain how much of an allow­
ance is i:nade because of borrowed capi­
tal? 

Mr. CARROLL. Of course, we dis­
cussed that in committee and I took the · 
same view that the gentleman from Iowa 
took. I felt borrowed capital should be 
given the same treatment as equity capi- · 
tal. The committee established a dif­
ferent formula for it. They thought 
that formula was more equitable. What 
the exact formula is, we know they pay 
interest plus one-third. But it certainly 
would redound to the benefit of the in­
dustries. 

Mr. MARTIN of Iowa. I think the 
ge·ntleman from California might have 
some observation along that line, as to 
whether that is an adequate margin. 

Mr. HINSHAW. That is absolutely 
negligible and does not amount to any­
thing. 

Mr. MARTIN of Iowa. I agree with 
the gentleman from California. 

Mr. HINSHAW. I believe that they 
get this money, when they borrow it 
from the Government for -defense pur­
poses, they get it at something like 1 % 
or 2 percent. In other words, you _ are 
going to permit them to earn perhaps 
% of 1 percent of that money. What 
they have is a great management lia­
bility. I suppose there are very few peo­
ple here who actually live in districts 
which manufacture aircraft, but I hap­
pen to know that at the conclusion of 
the last war the cash remaining avail­
able to aircraft companies was only 
sufficient to pay wages for about 3 days, 
and if the contract cancellations had not 
been tapered off to some degree, the com­
panies would have gone broke just try­
ing to _close down their plants. Now, 
that is just one of those things that has 
to have special treatment, as Secretary 
Snyder admitted in his testimony before 
the committee. If you do not give that 
industry special treatment you will not 
have an aircraft manufacturing indus­
try, and an aircraft manufacturing in­
dustry is absolutely essential to the suc­
cess of any war effort, because if you 
cannot produce planes there _is no use 
training men to fly them. The produc­
tion industry .is the most critical part of 
air warfare. 

Mr. MASON. Mr. Chairman, will the 
gentleman yield? 

Mr. MARTIN of Iowa. I yield to the 
gentleman from Illinois. 

Mr. MASON. The crux of the whole 
matter it seems to me is this: In World 
War II we put a strait-jacket on the 
aircraft industry and we, by that strait­
jacket, forced them to go to the Govern­
ment for 90 percent of the amount of 
borrowed capital that they had to have 
to expand. Now, do we vrant to repeat 
that performance or do we want to leave 
off the strait-jacket and let them do it 
in the American way, get adequate capi­
tal from private enterprise rather than 
driving them to the Government for 
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this borrowed capital as they have done 
in England? 

Mr. MARTIN of Iowa. That is one 
of the very real issues before us in this 
bill. 

Mr. HINSHAW. I would like to point 
out in addition to my remarks to the 
gentleman from Colorado that where a 
Government plant ·is turned over to an 
aircraft manufacturer it does not be­
come subject to any profit whatsoever 
under this bill, because he has no owner­
ship of it, no liability for it, only a tem­
porary use at no rent and perhaps no 
upkeep whatever, so that a company can · 
earn nothing on that whatsoever, but he 
must supply management and he must . 
assume all liabilities for the purchase of 
materials and equipment and labor to 
operate those plants. Now, it is unfair 
for him to be asked to do 25 times as 
much business as he normally would do ~ 
and expand his force of management to 
that extent and leave him nothing for 
the many risks he takes. 

Mr. EBERHARTER. Mr. Chairman, 
will the gentleman yield? 

Mr. MARTIN of Iowa. I yield to the 
gentleman from Pennsylvania. 

Mr. EBERHARTER. The ·gentleman 
from California and the gentleman from 
Iowa are especially solicitous of. the air­
plane industry. 

Mr. HINSHAW. I am from a national 
defense standpoint. 

Mr. EBERHARTER. The aircraft in­
dustry is not the only war baby. There 
are perhaps five or ten thousand other 
items that are just as necessary to fight a war as the products of an airplane in­
dustry. They are what are commonly 
called war babies, and private capital is 
not going to invest in these war babies 
when they know that the minute hos­
tilities cease there will be no war orders. 
There will be cancellations, and we cer­
tainly cannot legislate generally for these · 
war babies and let the profiteers make 
all these tremendous profits out of war. 
We cannot expect private industry to 
build a munitions plant. We cannot ex­
pect private industry to build a gun fac­
tory or a powder factory, no more than 
we can expect them to build an airplane 
factory, because it is subj.ect to -:.~1at im­
mediate cancellation. That is the basic 
reason and that is the logical reason that 
the Government has to put its own 
money into those enterprises for the pur­
pose of making those items that are · 
simply used for war .purposes. 

Mr. MARTIN of Iowa. I will answer 
the gentleman from Pennsylvania that I 
agree with him that there are many other 
items of national defense that are going 
to suffer in their production under this 
strait-jacket. 

Time alone keeps ine from expanding 
beyond the airlines, the aircraft indus­
try, and the strategic and c.ritical mate­
rials field. Time alone has caused me to 
limit myself to these few fields I have 
discussed here today. I am forced to 

. resort to a determination of degrees of 
essentiality in the discussion here. I 
think I have made enough points in this 
discussion so that any Member of Con­
gress who reads them and studies them 
and ponders them well will agree with 
me that this is no place to make the 
hasty approach we have made on this 

legislation, and that this legislatfon 
should be carefully overhauled with par­
ticular emphasis on those wartime in­
dustries that will determine whether or 
not we survive as a Nation. 

Mr. HINSHAW. Mr. Chairman, will 
the gentleman yield? 

Mr. MARTIN of Iowa. I yield to the 
gentleman from California. 

Mr. HINSHAW. May I suggest to the 
gentleman from Pennsylvania that the 
renegotiation statutes which will be en­
acted can take care of any excess profits 
that may be left accidentally to any 
company engaged in the defense manu­
facturing business. 

Mr. MARTIN of Iowa. That is my 
feeling in the matter. I have great re­
liance upon the renegotiation law, which 
I . think Congress should enact without 
further delay. I had considerable ex­
perience with it during my service on the 
Committee on Military Affairs, and I 
know that that held down the flagrant 
cases that they would like to bring up 
here in a sort of hysterical appeal to 
grab so-called excess profits, all the while 
giving a sock in the solar plexis to the 
low-earnings industries that will be put 
out of existence right when we need them 
most. 

Mr. CARROLL. Mr. Chairman, will 
the gentleman yield? 

Mr. MARTIN of Iowa. I yield to the 
gentleman from Colorado. 

Mr. CARROLL. With reference to the 
remarks of the gentleman from Cali­
fornia on renegotiation, I understand 
there are clauses contained now in ap­
propriation bills which would cover con­
tracts with the air industry. They 
would not need special renegotiation 
legislation. -But the considered opinion 
of those who have worked with it is that 
it· is not sufficiently inclusive to take the 
profits out. On the other hand, it is true 
no sensible person would want to pass 
a law or any part of a law that would 
keep this industry from functioning in 
this time of peril. If we have gone too . 
far with it, we will have ample oppor­
tunity in the other body to see whether or 
not we have gone too far. 

Mr. MARTIN of Iowa. I thank the 
gentleman for that statement. That is 
exactly the premise upon which I base 
my entire debate. I told you at the out­
set I was in favor of an excess-profits 
tax law. I have engaged in this discus­
sion here today primarily for the con­
sideration of the Senate Committee on 
Finance. If I had .no hope of their cor­
recting and amending the bill to keep it 
from hampering our defense effort, I 
would not by any stretch of the imagina­
tion join in a movement that can and 
will by inadvertence put a wet blanket 
on these essential national defense in­
dustries. 

Mr. DOUGHTON. Mr. Chairman, 1· 
yield 20 minutes to the gentleman from 
Georgia [Mr. CAMP]. 

Mr. CAMP. Mr. Chairman, I have 
been interested in the discussion that 
has just preceded. I only wish the gen­
tleman from Iowa had raised these 
points· in the meetings of our commit­
tee. 

When we left Washington in Septem­
ber, we left knowing that we -had the 
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solemn instruction of this House to re­
turn here and pass an excess-profits-tax 
bill. 

We had the instruction, which was 
passed by a majority vote of this body, 
to· do that. Therefore, my friends, I am 
somewhat surprised at the attack which 
has been made on this measure and at 
the name calling, when we are faced with 
one of the most critical situations that 
the Government has ever faced and 
when every businessman in the country 
knows that we are going to have to pay 
and pay. In the Revenue Act of 1950 
which we passed in September, we raised 
the personal-income taxes of our peo­
ple as of October 1. The corporations 
generally in this country expect to pay 
additional taxes. 

It is only fair and just that taxes of 
corporations should be raised now. Im­
mediately after peace was declared in 
1945 as an aid to business and in order 
to encourage our business interests to 
return to civilian pursuits as rapidly as 
possible, the old excess-profits-tax law 
was repealed. · As a matter of fact busi­
ness expects this tax to be levied, and in 
the hearings just completed by our com­
mittee, which hearings began 3 weeks 
ago tomorrow, every phase of American 
business life was represented. Every 
company and every line of business was 
represented. Not one single business 
said t:P,at we should not raise corpo­
rate taxes. Of course, they hemmed and 
hawed and they said they would like to 
see it done this way or that way, but 
not a single man who was asked the 
question directly but answered and said, 
''Yes; taxes of corporations should be 
raised." 

Let us look at the corporate-income 
picture for the last 5 or 6 years. I have 
seen a statement, a list of 50 of the larg­
est corporations in America. This com­
pilation shows that during the period 
for 1946 to .1949, as compared with the 
period from 1936 to 1939, profits have 
been more than 2% times as much ac­
cording to the money invested in the 
business, some making as much as 20 
times as much. This is one of the most 
interesting compilations I have ever read 
on the subject of taxation. At the top 
of this list stands General Motors Corp. 
Next is United States Steel Corp. And 
the next is du Pont Corp. The average 
earnings of General Motors for the 4 
years from 1946 to 1949 is 2.8 times as 
much proportionately as they were 4 
years prior to 1940. That is nearly 3 
times as much. United States Steel is 
3.73 times as much, or nearly 4 times. 

Du Font's was 2.64 times as much. 
·Jones & Laughlin Steel earned 1,702 per­
cent, or 17 times as much over these 
past 4 years as it did 4 years immedi­
ately before 1940. The International 
Paper Co. earned 1,468 percent, nearly 
15 times as much. B. F. Goodrich Co. 
earned 1,048 percent, over 10 times as 
much. 

When people get up here and cry about 
these corporations, about this hard tax, ., 
that it should not be passed, that it 
should be studied more, just remember 
that they themselves know they should 
be taxed. Not a man who appeared 

. b~fore us said they should not. 

I received one of the most surprising 
letters I have ever received since I have 
been in Congress. I represent an indus­
trial district. My district is largely tex­
tile, and that is not a line that earns 
very large profits, but their profits are 
steady. My district is surpassed by only 
one or two other districts in the United 
States in the number of spindles in it. 

I want to read from a letter I received 
from the president of one of the biggest 
mills in my district. This is a quotation 
from this man's letter: 

I know that you have had numerous sug­
gestions and opinions regarding taxes, so I 
feel at liberty to express my views in regard 
to excess-profits tax on corporations. I am 
now, and have always been, firmly of the 
opinion that as soon as possible we should 
take the profit out of war. Unless Congress 
passes an excess-profits tax on corporations, 
many of them will profit more than they 
ever .have in the past, and not pay their pro­
portionate part of the war cost. Any firm 
or organization that opposes an excess- · 
profits tax, in my opinion, does so wholly 
from a selfish standpoint. I hope that you 
will not let anyone persuade you differently. 
In my humble opinion, the excess-profits tax 
should allow corporations to make the aver­
age profit they made during the years 1947, 
1948, 1949, or be allowed either 6 or 8 percent 
on their capital investment. This would 
take care of practically every business in 
this country and all of them would be on an 
equal basis. I am fairly familiar with tax 
laws, and to me the long-term capital gains 
of 6 months and not having an excess-profits­
tax law will allow hundreds of millions of 
dollars to go by untaxed. 

Mr. DOUGHTON. Mr. Chairman, 
will the gentleman yield? 

Mr. CAMP. I yield. 
Mr. DOUGHTON. Judging by the 

speech we heard yesterday, and if we 
place reliance on that, we would believe 
that nobody but the CIO was in favor of 
an excess-profits-tax law. 

Mr. CAMP. I quite agree with the 
gentleman. I am glad the gentleman 
mentioned that. 

Mr. DOUGHTON. If the CIO or any 
other group or any other one individual 
wrote this tax bill now before the House, 
I do not know anything about it. This 
is a committee bill that was written after 
long and careful hearings and reasonable 
consideration. The testimony of our ex­
perts and the staff are responsible for 
this bill, and they are no more under 
the influence of the CIO than the gen­
tleman from Georgia or the gentleman 
from New York [Mr. REED]. 

Mr. CAMP. Mr. Chairman, I appre­
ciate your bringing that to my attention. 
I was going to say something about it. 
I was not only surprised, but in a way I 
was hurt by the remarks that were made. 
No bill was presented to this committee. 
No suggestion bill was brought before us 
by the Treasury, by the President, or by 
anyone; and I feel sure that if my friend 
from Iowa who just spoke about the air­
plane industry had brought those facts 
to the attention of the committee we 
might possibly have exempted the air­
plane industry from the bill. This bill 
was written in committee. 

Mr. KEAN. Mr. Chairman, will the 
gentleman yield? 

Mr. CAMP. I yield. 
Mr. KEAN. The gentleman from 

Iowa brought that before the committee 
,~Y ~ft~r- day_'._, 

. 
Mr. CAMP. He never made any mo­

tion about the airplane industry; he 
made it about strategic minerals, and I 
voted with him every time he mentioned 
it. This airplane industry business is 
new entirely to me. 

Let me· tell you something: We are 
going to have to raise all taxes. We 
came back here just to deal with an 
excess-profits-tax bill. We should al­
ready have passed a renegotiation act. 
~hat is going to be the first thing we do 
when we get back here in January; and 
then we ought to take the whole tax 
structure and, Mr. Chairman, we ought 
to tax everything who is not being taxed. 
With taxes as high as they are going to 
be, they should fall evenly and justly 
on everybody, high or low, corporate or 
whatnot. We are going to have to do 
something about these so-called charit­
able organizations that are not paying 
any tax yet are running businesses; we 
are going to have to do something about 
cooperatives. We have one cooperative 
within less than a hundred miles of 
Washington which calls itself a poultry 
cooperative, yet it operates a 10-cent 
store in the Capital City. Now, you know 
that is not right. 

I have no tears to shed for American 
industry because it does not want your 
sympathy; it is plenty able to take care 
of itself. God bless it. I believe in the 
capitalistic system. I believe in every­
body being allowed to pursue any busi­
ness he wishes, and I want them to make 
money at it. I do not believe in in­
ordinate taxation, but, bless your souls, 
the corporations of America are willing 
t9 pay this tax; they are willing to do it 
and they know they are supposed to do it. 

Mr. LANHAM. Mr. Chairman, will 
the gentleman yield? 

Mr. CAMP. I yield. 
Mr. LANHAM. When I was home re­

cently the local representative of one of 
the biggest textile mills in the South told 
me in effect what this constituent of 
yours has written you, that the excess­
profits tax was the way to get this money. 

Mr. CAMP. Now, understand, this is 
not really and truly an excess profits bill 
solely. I thought that it ought to be 
based on 100 percent of the basic year 
and sat there and voted day after day 
to try to make it that way. This is a 
compromise. I went along with it be­
cause it provides 85 percent of that base 
and also because during the past 4 years 
profits have been so large that we cut 
the base on the average corporation. 

Mr. REED of New York. Mr. Chair­
man, will the gentleman yield? 

Mr. CAMP. I yield. 
Mr. REED of New York. Will the 

gentleman vote for my motion to recom­
mit to make the base 100 percent? 

Mr. CAMP. No; I will not, because we 
have reached a compromise on it and I 
think this legislation should be passed; I 
think the time for dillying and dallying 
has gone. The idea of passing this great 
big armament bill on to future genera­
tions I think is folly. Every Member of 
Congress should seriously consider four 
or five things and one is cutting down 
civilian spending to the bone; another is 
making the tax rate fall on everyone 
equally, justly, and evenly, and then put 
a tax bill through that will bring in the 
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money to pay for it. That is the way to 
make America strong. 

I was surprised at the charges that 
this was a CIO bill. I never saw any CIO 
representative. If the CIO had any sug­
gestions to make they were mighty small. 
They never appeared before our commit­
tee except for a 15-minute speech. 

There are no politics in taxing our 
people to pay for this war and its prepa­
ration. There should not be and there 
is not any politics in this measure. 

The provisions of the bill have been 
explained by preceding speakers. It is a 
much fairer bill in every way than the 
last excess-profits-tax law was. If a 
company experiences any unusual hard­
ship during the base period like a strike · 
or a fire which destroys their plant, put­
ting them out of business a year or two; 
there are two or three alternatives they 
may have. They can figure their tax on 
an industrial basis, an average of the 
industry all over the country, or they 
can go on a capital stock basis, an in­
vestment basis, taking their earnings 
depending on size. 

If a new industry is started up and 
does not have an experience of 4 years, 
there is special treatment here for such 
cases. 

This is a much better bill than the 
other one and there will ·be many, many 
less appeals to the Tax Court under the 
hardship provisions than there were un­
der the other bills. This bill also con­
tains a $25,000 minimum base. Any 
small corporation that earns that much 

1 
or less does not have to be considered at 
all. This bill will apply strictly to cor­
porate business and American business 
expects it. If they did not get this bill 
they would wink their eye and smile · out 
of the other side of their mouth. 

Mr. Chairman, this is not a perfect 
bill. No tax bill is perfect. But it is a 
good bill, it should be passed promptly. 
We should go home and come back pre­
pared to pass a better, larger and finer 
tax program because we are going to 
need it. 

Mr. REED of New York. Mr. Chair­
man, I yield such time as he may desire 
to the gentleman from North Dakota 
[Mr. BURDICK]. 

Mr. BURDICK. Mr. Chairman, we 
are engaged in a great war, the third 
world war since 1917, or three wars in 
33 years. I have been telling this Con­
gress and the people that this Korean 
matter would lead to a long woi:Id war 
and now there are few who doubt what 
I have been saying. 

I did not vote for the United Nations; 
I did not vote for the Atlantic Pact be­
cause I was certain in my own mind 
that with any numbers of combinations, 
ideal on paper; when danger came, we 
would be alone. That has come to pass 
too. We have had token support from 
the United Nations, but when we have 
lost 20 men to 1 man lost by the other 
United Nations, we can see that we 
stand alone. 

We left our shores in 1917 and 1918 to 
make the world safe for democracy, and 
when it was over democracy was safe no­
where on earth, except here. We fought 
World War.No. II to bring the "four free­
doms" to the people everywhere in the 
world-freedom from fear, freedom 
from want, freedom of speech, and the 

freedom of religion. We won the war 
but did we establish those freedoms ' 
everywhere? Is there no fear in the 
world? Is there no want in the world; 
Is there free speech and a free press 
throughout the ·nations of the earth? 
Is there the r ight on the part of people 
everywhere to worship as they choose? 

We are strong at winning wars but 
we seem adept at losing the peace. 

We are in this war to stop aggression 
everywhere and we counted on a band 
of United Nations to aid us in stopping 
these aggressions. Did we count cor­
rectly? How many nations of the 60 in 
the United Nations have come forward 
with their men to aid us in stopping 
aggression? 

Soµth Korea nestling up against Com­
munist countries with over a billion 
population was ruthlessly invaded by the 
Communists. The United Nations very 
emphatically ordered resistance. We 
did our part to carry out the mandates 
of the United Nations, and went in to 
stop the aggression. Ideally it was the 
thing to do but practically it could not be 
done since we found ourselves fighting 
almost alone 7 ,000 miles from home up 
against a billion Communists. The 
worst spot in the world was picked to 
try out the theory of stopping aggression. 
We are now up against the hordes of 
China and the hordes of Russia as soon 
as needed. 

Had we driven the North Koreans out 
of South Korea and stopped at the 
thirty-eighth parallel, we might have 
stopped this aggression for a time, but 
only for a time as Russia the master 
mind of communism never has had any 
other intention than to destroy capital­
ism everywhere as soon as she can get 
to it. 

Russia has thwarted every attempt at 
world peace and has been able to do so 
by being a member of the UN. 

TAXES 

This direct matter before us is a tax 
bill. We are up against a long war re._ 
gardless of how we got there. We can­
not back up now. The die is cast. The 
people of the United States must realize 
that we cannot spend billions in the 
defense of democracy without having tax 
money to do it with, and .. I would be the 
last Member of this Congress to refuse 
to vote for a tax bill that has the possi­
bility of raising more money. So far 
as I am personally concerned the Gov­
ernment can take the savings of my en­
tire lifetime if it is necessary to preserve 
this democracy. The freedom we enjoy 
under our system is worth the price we 
shall have to pay to protect it. 

While supporting this measure, with­
out equivocation it seems to me that it is 
in order to point out what the final 
results of our efforts is likely to be and 
to ask a few questions that bother me, 
and I am sure bother the people of the 
United States. 

First, can we alone police the world? 
Can we without any more help than we 
are now getting from the UN stop ag­
gression in every part of the world? 
Sirice the United Nations have demon­
strated that they have no power except 
to debate; since it can find no way to 
keep Russia out of the Councils, just 
what does this talkative United Nations 

expect to do? Are we to let a weak, 
impotent, organization like this formu­
late our foreign policy? 

Is not the time here now when we 
shall have to decide for ourselves what is 
best for this democracy and is not the 
time here now when we should think of 

· preserving our own democracy instead 
of racing around the world to police 
aggressors everywhere? If the UN 
showed any signs at all of def ending 
themselves against the hordes of com­
munism, we might fight it out until they 
decided to enter the conft.ict. But in my 
opinion this organization is impotent, 
powerless, and totally unaware of the · 
fate that awaits them. Shall. we gamble 
further or shall we decide to protect this 
democracy and save at least one Nation 
from the clutches of murderers, thieves, 
and hypocrites? · 

I would like to ask a few further ques­
tions: Why do we not give Japa:r;i her 
freedom and permit her to arm herself? 
Are we doing the right thing by holding 
Japan powerless while the hordes across 
the bay will crush Japan as their next 
move? Have we the moral right to hold 

·a nation in bondage while her destruc­
tion is being planned in plain sight and 
view? 

Have we the moral right to refuse the 
assistance of the Nationalist army of 
China which is more than willing to enter 
the contest? 

Have we the moral right to net make 
an absolute peace with Germany and 
permit her to defend herself if she cares 
to do it? 

We are in this thing and in it alone, 
and we should now formulate a policy 
of our own accord and leave the debating 
to the United Nations-at least go it 
alone until such time as these other 
nations come out of their trance. 

I do not ask these questions to harass 
the administration or the President. I 
ask them to the end that all this tax 
money shall not be spent on useless en­
terprises and negotiations. I believe the 
President to be a great American and I 
believe he is doing all he knows how to do 
to protect this country, but the time has 
come when we cannot win this war by 
fighting among ourselves; the time has 
come when the Congress must stand up 
on !ts hind legs and advise with the 
President, not only on our foreign policy, 
but to forget that we are Republicans 
or Democrats, and fight ourselves out 
of the menace we are in, and have some 
control over what is to be done next. 
That is our duty and we should not shirk 
it. 

Make this tax money available and 
insist ~hat the questions I have asked 
here be answered and demonstrate to 
the world that when our country is in 
danger, that we arise as one and con­
tribute our lives and our property to the 
protection of the greatest form of gov­
ernment on the earth. 

Mr. REED of New York. Mr. Chair­
man, I yield 20 minutes to the gentleman 
from New Jersey [Mr. KEAN]. 

Mr. KEAN. Mr. Chairman, in July . 
1945 when moderation of the then ex­
isting excess-profits tax was being · con­
sidered, in a speech opposing the amend­
ment, I stated on the floor of this House: 

It is my firm belief that there is no justi­
fication for anyone to make excess profits 
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out of war, anywhere, anytime, While men 
are bleeding and dying on the field o! 
battle. 

I have not changed my views. 
But to frame legislation which will 

prevent war ·profiteeiing and not at the 
same time add fuel to the fires of infla­
tion, which will not put a stop to pro­
ductive development of new ideas, and 
which will not result in extreme in­
equities between corporat.ions who hap­
pen to have for many reasons a very 
different record of earnings in what we 
determine is the base period, is an al­
most impossible task. 

I have never favored an excess-profits 
tax in time of peace. I do not believe 
that in normal times, in a free economy, 
there is any such thing as excess profits, 
for it is only in the hope of making 
excessive profits that men are stimulated 
to take the necessary risks which have 

. in the past, and will in the future, ex­
pand our industrial machine, develop 
new products; and thus increase the 
standard of living for all the American 
people. 

We would never have had our great 
,automobile industry, we would never 
have had our great chemical industry, 
we would never- had had the develop­
ment of plastics, or television, if those 
who took the risks of investment in these 
industries which have given such fine 
wages to so many millions of our citizens 
had had their earnings limited ·to any 
such figure as proposed in the present 
bill. 

Today we do not know what we will 
be faced with, either in the immediate 
future or over the next few years. Per­
haps we will know better before this ses­
sion adjourns. Will it be an all-out 
war, or will it be merely a long drawn­
out defense program continuing over the 
next 10 or 15 years? Whichever it is, 
we know that the ·American taxpayer 
will have to produce for the Treasury 
more billions than ever could have been 
dreamed of just a short time ago.· 

If it is to be immediate all-out war for 
a limited period, any tax-no matter how 
inequitable-can be made to work fairly 
well owing to the patriotism of our peo­
ple. Even· the World War II excess­
profits tax with all its faults was · ac­
cepted without too much complaint, 
while the war was on, even though all 
will acknowledge now that it added 
greatly to the inflationary pressure 
which during the conflict was held down 
by price controls but burst out of bounds 
the moment that they were lifted. 

An excess-profits tax of the type in ef­
fect during World War II, if it is to work 
properly, must be accompanied by price 
and wage controls. 

If in writing this bill we are envision­
ing merely a long period of heavy re­
armament, I believe that a 75-percent 
rate is too high, for it will hinder the 
much needed expansion and develop­
ment of new discoveries so necessary 
not only for the expansion of our war 
industries but for supplying the needs of 
our people and giving good jobs to our 
ever-increasing population. 

As evidence of such a result, I want . 
to quote from Bradley Dewey, United 
States Rubber Director in World War 

n, which appears on page 610 of the 
hearings. Mr. Dewey said: 

There is a new opportunity on which we 
have been researching for 4 years. It is 
ready now. It will take $1,000,000 to do it. 
Should I do it under these conditions? Most 
of the profit will go into taxes. Is it fair to 
my stockholders to risk money in a new 
venture for that? I do not think so. 

Now I believe that in this critical time 
we should have an excess-profits tax as 
much for psychological reasons as for 
any other. But unless an all-out war 
develops, I believe that a tax of 67 per­
cent rather than 75 percent would in the 
end result in more development of 
needed products, would ultimately bring 
more revenue and would be less infia­
tionary-'-f or I believe that if a business­
man could be assured that he could at 
least keep one-third of any additional 
profits which he would make he would 
take the risk of developing a new prod­
uct and would not be so inclined to the 
waste and extravagance which is in­
evitable-human nature being what it 
is-when it is true that such a large 
proportion of any additional costs are 
paid for by Uncle Sam. 

Interesting testimony which appears 
on page 572 of the hearings was given 
by Leo Cherne, of the Research Insti­
tute of America, as the result of a ques­
tionnaire which he sent to businessmen. 
His replies show that-

At a 70-percent tax rate, 64 percent o! 
businesmen say that they would be more 
inclined to make business expenditures for 
salaries, advertising, etc., on the basis of tax 
consequences rather than business policy. 
At a 60-percent tax rate only 38 percent of 
the replies said that tax consequences would 
be their prime motive. 

So this would confirm my conclusion 
that a figure of somewhere between 60 
and 70 percent would be the most equi­
table and productive. 

Of course, the first thing that we 
should have done was to take excessive 
profits out of Government contracts hav­
ing to do with war by a strict renegotia­
tion act. I do not understand why the 
Democratic majority puts the cart be­
fore the horse by first bringing up this 
bill. 

The Secretary's suggestion of taking 
a base of 75 percent of the 1946-49 base 
as a normal earning period was entirely 
dishonest. This would have resulted in 
half of the revenue from the bill coming 
from normal profits rather than profits 
stemming from the war. If the com­
mittee had passed its gag rule against 
any witnesses discussing anything ex­
cept an excess-profits tax before the Sec-­
retary of the Treasury appeared he 
should have been ruled out of order for 
his suggestion. 

It seems to me that this recommenda- . 
tion was arrived at after he decided at 
what rate the tax should be set by going 
lower and lower on the base until he 
found a percentage which would bring 
the revenue which they desired. 

The 85-percent base in this bill is nat­
·urally a little better. But why should 
we tax some billions of normal earnings 
under guise of taxing excess profits? . 
Why not be honest about it, and if we are 
going to tax normal profits raise the sur­
tax rate? An increase in the surtax rate 

by 5 percent as will be proposed in the 
recommittal motion by a member of the 
minority, with an honest 100-percent 
base, would increase the much-needed 
revenue of the Treasury by $500,000,000 
more than the bill before us. In fact, if 
the income of corporations increases 
from nearly $40,000,000,000, as at pres­
ent, to $48,000,000,000, as is predicted 
by most economists, the Re:!.)ublican pro­
posal would yield approximately $6,400,-
000,000, or $1,800,000,000, more than the 
revenue estimated under the present bill. 

If the recommittal motion is adopted, 
it would not delay passage of the bill 
more than a few minutes, for the com­
mittee would be instructed to report the 
bill back with these few char1ges forth­
with, and the committee could do this 
while the other Members of the House 
waited. 

Certainiy in light of the President's re­
quest for $17,000,000,000 additional ap­
propriations we must increase the reve­
nue; the recommittal motion, if adopt­
ed, would do so. 

The present bill is retroactive to July 
1. I think that there is justification for 
making it retroactive to October 1 for 
the action taken by this Hou.se in late 
September put all businessmen on notice 
that there would be an excess-profits tax 
and that it would be retroactive. But I 
do not see the justification for retroac­
tivity b!tck to July for decisions by busi­
nessmen made at that time were not 
made with any thought that we were in 
a period in which the excess-profits tax 
was applicable. 

The Secretary of the Treasury in his 
appearance before the Senate Finance 
Committee on yesterday criticized the 
action of the House in giving special 
treatment to certain companies which 
are regulated by public bodies. There is 

·little justification for his criticism, for 
if the State commission do then get 
property these companies cannot make 
excess profits. 

The public utility companies are 
limited in the rates which they are 
allowed to charge to what a local com­
mission believes is a fair rate consideringe 
the amount of risks taken by the inves­
tors and a rate which will provide the 
new capital necessary for expansion. In 
New Jersey, in general, this rate is about 
51/2 percent. Rate bodies are always 
loath to increase the charge to the con­
sumers evel?-/when a period of inflation 
greatly rai~· the costs to the company, 
so that few utilities are even earning the 
amount allowed by the local commission. 

If we had not given special considera­
tion to these concerns, under this bill 
the companies would have had two 
options: One to go under the average 
earnings formula and then reduce the 
base by 15 percent. These companies· 
have not profited and will not profit 
from the war economy, and the result 
would have been that they would be pay­
ing excess-profits taxes on their normal 
earnings even though these were much 
lower than what the utility commission 
stated was a fair return. 

I have figured out what the return 
would be for a typical large utility com­
pany under the other alternative-the 
average earnings basis. Take a com­
pany which had sixty millions of equity 
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capital and was borrowing forty millions 
at 3 percent. Under the invested capital 
formula the allowable return to this 
concern, before they were subject to ex­

. cess pronts, would be less than 4 % 
percel).t. 

Now the utility boards say that these 
companies are entitled to earn 5 % per­
cent and that this is necessary in order 
that they should secure the new capital · 
for expansion. If we passed a bill, as 
was recommended by the administra­
tion, without any special consideration 
for regulated industries, it would be in- · 
evitable that the rates paid by consum-

. ers would have to be sharply increased. 
·And of their increase $3 would be going 
to the Government and only $1 to the 
company. 

The end result would be that the con­
sumers-the users of gas, electricity, and 
water-would be paying the excess­
profits tax. I do ·not think it is the in­
tent of Congress thus to soak the little 
fellow. 

Mr. Chajrman, I am going to vote for 
the recommittal motion with the hope 
that this legislation will be immediately . 
improved and sent over to the Senate 
this afternoon. But all legislation is a 
matter of compromise, and the time is 
rare indeed when we find a bill here in · 
the exact form that any of us would 
have written it; so if the recommittal 
motion fails, I will support the bill as 
written on final passage. 

Mr. DOUGHTON. Mr. Chairman, I 
yield 25 minutes to the gentleman from 
Louisiana [Mr. BOGGS]. 

i Mr. BOGGS of Louisiana. Mr. Chair­
man, I doubt if there has ever been a 
time in the history of our great Nation 
when we faced a graver crisis or a more 
·severe challenge to our country and its 
institutions. All that we do here now 

; is more impartant, more significant, and 
more vital than at any time in the past 
history of our great Nation. The legis-

i lation which we are considering today 
rand which we debated on yesterday is 
! only one prong in the weapons which we 
1are attempting to build to resist the most 
serious assault upon democratic insti­
tutions in history. 

I approach my part of the discussion 
of this bill reluctantly, because in doing 
so I feel that I am called upon to answer 
some of the allegations made on this 
floor yesterday by my dear friend, the 
minority leader of our committee, the 
gentleman from New York .[Mr:_ REED]. 
I had hoped, and I believe that the time 
will' come certainly before the next Con­
gress has ceased its work, that we could 
face the issues confronting our Nation 
without partisanship. We must so face 
the issues if we are to survive as a nation. 

The gentleman from New York [Mr. 
-· REED] on yesterday challenged the work 

of the 15 Democratic members of the 
Ways and Means Committee, and I would 
say, by indirection at least, the motives 
of the four Republican members of that 
committee who, on the vote to determine 
. whether or not the bill would be reported 
out, joined with the 15 Democrats and 
voted affirmatively to report this legis-
lation. -

The minority leader of our committee, 
the gentleman from New York [Mr. 
REED] , after making -the stat€ment that 

the fiscal policies of the Government of -
the United States should be approached 
in a nonpartisan fashion, later said, and 
I quote from page 16084 of the RECORD of 
yesterday: 

Apparently the policies and principles so 
agreed upon were not to the liking of the 
administration. Apparently they were not 
to the liking of the CIO. Apparently they 
were not to the liking of the Democratic 
Party. Apparently they were not to the lik­
ing of a majority of the Democratic members 
of the Committee on Ways and Means-even 
though the adoption of these principles and 
policies was possible only by- the combined 
vote of a few of the members of the -Demo- · 
cratic Party_ and . the Republican members 
of the Committee on Ways and Means. Ou~ 
came the whip. The I~shes were applied. 
Secret sessions were held. By a vote of a 
majority of the De·mocratic members of the 
Committee on Ways and Means, certain of 
the Democratic members of the ·committee 
on Ways and Means were deprived- of the 
privilege of voting according to their own 
judgment and the dictates of their own con­
sciences. Caucus rules were called upon. 
Each of the Democratic members of the 
Committee on Ways and ·Means was bound 
by the majority vote of his own party. He 
forsook his constituents .. He abandoned his _ 
duties, his privileges, h~s responsibilities. 

Mr. Chairman, I submit-and I am 
genuinely fond of my. friend from New 
York-that the language which I have 
just read and much of the language con­
tained elsewhere in the discussion by the 
gentleman from New York is untrue, is 
libelous, and is a slander upon all the 
members of what I consider one of the 
great committees of this Congress. 

.Let us analyze some of the allegations: 
No. 1, the. distinguished minority leader 
said that we wrote this bill according to 
the dictates of the CIO. Let us talk 
about that just a moment. During _the 
testimony t:qe pnly witness who appeared 
for the CIO was Mr. Stanley H. Rutten­
berg, director of the department of edu-
cation and research . of the CIO. In 
reply to questioning by the gentleJ;Dan 
from New York he said: 

I daresay that the Secretary of the Treas­
ury did not follow many of the recommenda­
tions, Mr. Congressman, we suggested-

Ref erring to the CIO-
from $6,000,000,000 to $7,000,000,000 to come 
from an excess-profits tax. I think the Sec­
retary suggested only $4,000,000,000. 

That is No. 1. The witness of the CIO 
himself and the only cro witness before 
this committee disagreed in toto with the 
recommendations of the Secretary of the 
Treasury. 

Did the committee agree with the rec­
ommendations of the Secretary of the 
Treasury? Did the committee write the 
bill as Mr. Snyder had suggested? 

Let me say this, however, that I believe 
Secretary Snyder is an able man; I know 
that he is an honest man, and I believe 
that the recommendations which he 
made were made upon the basis of · the 
best information he had before him ·and 
in light of what he considered were the 
best interests of the United States of 
A:m.erica. But even so, our committee 
which stands accused in this language of 
being a rubber stamp and disregarding 
the fiscal soundness of the United States 
of America, and we individual Members 
who have been accused o.f abandoning 

our duties, forsaking our constituents 
and responsibilities, what did we do? We 
worked out a formula which was not the 
Treasury Department's formula. We 

.. came up with a program which was not 
the Treasury Department's program. It 
was the program largely of all of the 
members of the Ways and Means Com­
mittee. 

Let Irie give you an illustration. There 
was debated in the committee the base 
period, whether or not we should have 
a 100-percent base before we applied any 
excess-profits tax. For the benefit of 
you who have not followed this too close- . 
ly, .may I say, by way of illustration, that 
if the base period earnings were $10,000, 
then there would be no excess-profits 
tax until the net earnings exceeded $10,-
000. The Treasury recommended that 
25 percent of that $10,000, to take a 
rough figure, should be subject to a 75-
percent excess-profits rate. Some mem­
bers of the Ways and Means Committee 
agreed with that. Others wanted it to 
be a straight 100 percent. We -debated 
the matter back and forth and finally 
the members of the committee, without 
a party lash, believe me, and without 
heat or hysteria or haste, and with the 
best evidence available to us from one of 
the finest staffs on Capitol Hill, decided 
upon the 85-percent base-period rate. 
· My distinguished friend from New 
York says that we violated the mandate 

· enacted by this Congress in September 
of the present' year. Let me read that 
mandate to you: · 

SEC. 701. (a) The House Committee on 
Ways and Means and the Senate Committee 
on Finance are hereby directed to report to 
the respective Houses of Congress a _bill for 
raising revenue by the levying, collecting, 
and payment of corporate excess-profits 
taxes with retroactive effect to October 1 or 
July 1, 1950, said bill to originate-

And so on and so on. Can there be 
any doubt about what that mandate 
says? Does it say to raise personal in­
come taxes? No; it does not. Why did 
it not say so? Because in the bill which 
we had up for consideration then we had 
raised the personal limits. Does it say to 
raise the normal or surtax on corpora:­
tions? It does not. Why does it not? 
Because in the very bill in which this 
provision is contained there is a provi­
sion raising those levies on corporations. 

So I submit to the fair-minded Mem­
bers of this body that the members of 
the Ways and. Means Committee had 
no alternative except to carry out in de­
tail and to the best of our ability the 
mandate given to us by this Congress. 

Was it a one-sided mandate? Not 
by a long shot. You will remember we 
had a conference -report and we had a 
motion to submit the tax bill to confer­
ence. The previous question was voted 
down, and the vote on it was 106 to 226. 
Then we voted on the motion offered by 
the gentleman from Pennsylvania [Mr. 
EBERHARTERJ which was substantially 
this language, and it carried 331 to 2 . 

Later, when · the conference had met 
and had labored and done its work and 
came back with the Revenue Act of 1950, 
this body voted, with section 701 incor­
porated therein, 328 to 7 for the confer­
ence report. So, I submit, my friends, 
that if ever a committee was bound bv 

, . 



16142 CONGRESSIONAL- RECORD-HO.USE DECEMBER 5 

a mandate, the Committee on Ways and 
Means was bound. The language was 
definite, it was specific, and allowed no 
alternative. 

But, let us pass on for a moment arid 
discuss some of the other allegations. 
The allegation, for instance, that no one 
was given an opportunity to be heard. 

_ Well, I will say to you Members. of the 
House that the members of the Commit­
tee on Ways and Means returned here 
2 weeks before anybody else did, and we 
sat here in this very room and we lis­
tened to about 100 witnesses in 7 days. 
If I were to inject partisanship into this 
discussion I might contrast that to the 
paucity of the hearings held on House 
bill 1 in the Eightieth Congress when 
my brethren to the left decided to greatly 
weaken the fiscal structure of the United 
States of America; 2 days of hearings, 
2 days of executive sessions for that leg­
islative monstrosity. We had seven full 
days of hearings. We listened to 100 
witnesses representing every segment of 
business in America. And then what did 
we do in executive -session? 

You ask anybody on the Committee on 
Ways and Means. I tell you you I have 
a chairman that works harder than any­
b.ody in Congress. He is younger than 
most anybody around here. The gen­
tleman from North Carolina [Mr. 
DOUGHTON] was on the job 10 hours a 
day in the commitee room, worked nights 
and early in the morning in his own of­
fice, and most of the other members of 
the committee were there, too. Did we 
have the benefit of information or were 
we acting under the leash? 

Well, on September 23 or thereabouts 
after the mandate came from this body 
and the other body, the chairman: of our 
committee summoned the staff of the 
Committee on Ways and Means and the 
staff of the Joint Committee on Inter­
nal Revenue and instructed those staffs 
that beginning on November 15 they 
must be fully. and adequately prepared 
for this bill. I can show you Members 
of this body.a stack of material that high 
prepared diligently, representing night 
after night after night of work and study 
and effort, and, if anything, this body 
owes the staff of that committee and the 
joint committee a rising vote of thanks 
and gratitude for a magnificent job~ 
There is not a single solitary principle 
enunciated in this bill that was not fully 
and adequately explained to every mem­
ber of the committee. 

In conclusion let me say this: I notice, 
among other things in the remarks of 
my friend from New York on page 16085, 
this statement: 

There is virtually no such thing ~oday 
as venture capit al. Most of the sources 
have dried up and disappeared. What capi­
tal remains does not dare venture and our 
oftlcials seem to be surprised at the ihcrease 
in bank credit. 

And then in another paragraph he 
says that profits this year, 1950, mind 
you, have increased by at least $6,000,-
000,000 over 1949. He says further, in 
criticizing the base period, that one of 
the bad things about it is that the cor­
porations, many of them, were involved 
upon tremendous experimental pro­
grams and development :Programs cbst­
ing huge sums of money and producing 

no income during these 4 years, and 
above all that the industries were spend­
ing $100,000,000,000 in expansion. 

In one breath he says there is no ven­
ture capital-in the next ~he says that 
one hundred billion was spent on expan­
sion, when we had no venture capital. 

Mr. DOUGHTON. Mr. Chairman, 
will the gentleman yield? 

Mr. BOGGS of Louisiana. I yield to 
the gentleman from North Carolina. 

Mr. DOUGHTON. Is it not a faet that 
the best estimate we can get is that only 
about 70,000 of the 400,000 corporations 
in the country, or 17 percent, would 
under this bill pay any excess-profits 
tax at all? 

Mr. BOGGS of Louisiana. That is my 
understanding. 

Mr. DOUGHTON. Yet they say they 
defy any business to operate under this 
bill if it becomes the law. Those are the 
most prosperous corporations, and the 
average they would pay would be only 
$42,857. Only 17 percent of the cor­
porations would be affected by this bill 
if it became law. 

Mr. BOGGS of Louisiana. My distin­
guished chairman is eminently correct. 

Mr. SIMPSON of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. BOGGS of Louisiana. I yield. 
Mr. SIMPSON of Pennsylvania . . I call 

the attention of the c-entleman to the 
fact that the time when the $100,000,-
000,000 was spent by private industry on 
expansion, and so forth, was a time when 
we had no excess profits tax. 

Mr. BOGGS of Louisiana. I thor­
oughly agree with the gentleman, but 
it was also a time when, by distinguished 
friend from New York said, we had no 
venture capital. 

That brings me to a discussion of the 
so-called alternative, about which you 
have heard so much. What is that al­
ternative and what would it do? What 
we have proposed here is a modest bill, 
which taxes 17 percent of the corpora­
t ions, those earning excess profits, not 
normal profits, excess profits in war. 

What do the minority propose? They 
say we have an alternative. What is the 
alternative? The alternative is to im­
pose across the board without regard to 
where the profits may have come from 
an over-all corporate tax which, in my 
humble judgment, would put out of busi­
ness countless thousands of the smaller 
corporations in America. That is the 
proposal. It is not a proposal of relief, it 
is is not a proposal to tax excess profits 
made possible as a result of inftated 
spending brought on by a national emer­
gency, it is a proposal to establish across 
the board the highest corporate tax levied 
in history. If that be sound fiscal poli'­
cy, then I say, thank God for the Dem­
ocratic members of this committee. 

Mr. DOUGHTON. If the gentleman 
will yield further, is it not a fact that 
under that procedure a number of cor­
porations that are not now making a 
reasonable profit would be reached and 
have to pay an excess-profits tax? 

Mr. BOGGS of Louisiana. There is no 
question about it. They would pay a 
greatly inflated corporate tax. 

In conclusion, this bill is not a difficult 
bill. This bill does not have all of the 
complexities about which you have heard 

my friends talk, not anything of the -
kind. This bill is soundly worked out, it 
has been soundly considered. It seeks to 
give relief where relief is needed. It is 
based on the fundamental aud sound 
principle that .where the Government is 
spending billions of dollars to def end our 
people, where it is putting into the Army 
a'nd the Navy and the Air Force thou­
sands upon thousands of young men, 
where it is telling one segment of busi­
ness that it must curtail its activities be­
cause of shortages of this or that prod­
uct, where it is regimenting and control­
ling, and where conditions are anything 
but normal, then that Government 
should say to the people of the un:·.ted 
States, "We will have universal sacrifice 
in this time of emergency." 

Mr. COOPER. Mr. Chairman, I 
yield lO_minutes to the gentleman from 
California [Mr. HOLIFIELDJ. 

Mr. HOLIFIELD. Mr. Chairman, I 
wish to commend the members of the 
Ways and Means Committee for their 
hard work during the past few weeks 
and their promptness in reporting out 
the excess-profits-tax bill, H. R. 9827. 
Members of the committee have dis­
charged well the mandate we gave them 
by writing into section 701 (a) of the 
Revenue Act of 1950 a provision that the 
committee should proceed to report out 
excess-profits-tax legislation during the 
present Congress. 

The excess-profits-tax bill is emer­
gency legislation. During World War 
II we found it necessary to enact tax 
legislation of this nature. Today, we are 
faced with another emergency, which 
carries with it the sinister threat of 
devastating war and which increases in 
intensity as each day goes by. 

In mobilizing our strength for national 
defense, in preparing ourselves for this 
emergency, every group and every indi­
vidual must be. prepared to sacrifice. 
Every segment of the Nation must carry 
its share of the loan and those who can 
carry the most must expect to do just 
that. 

It is a well-known fact, as the Secre­
tary of the Treasury pointed out in his 
statement before the committee, that in 
the period of expanded business activity 
we now experience, gains have been most 
striking in corporate profits. During the 
4 years that followed World War II; cor­
porate profits rose above any previous 
level in history. During the years 1946-
49, corporation profits averaged $29,-
000,000,000 before deduction of taxes. 
This was more than five times the 1936-
39 average and it enabled corporations 
to pay dividends at record rates and still 
reinvest substantial earnings. The fig­
ures show that corporations' profits for 
1950 will reach a new high of $37,000,-
000,000 before taxes, or $3,000,000,000 in 
excess of the peak year of 1948. 

It is necessary to siphon off some of 
those heavy profits in order to help pay 
the cost of the defense program, to re­
duce inftationary pressures, and to 
eliminate war profiteering. A primary 
justification for the excess-profits tax is 
that no one should be allowed to profit 
unduly from the necessities of a Nation 
mobilizing for ·defense. i beiieve in 
profit-making, but not in profiteering. 
The excess-profits tax is designed w re-
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captur, . a percentage of profits above a 
normal or average earning experienced 
over a specified period. 

No tax is ideal, and all taxes impose 
inequities. The excess-profits tax bill 
which we consider today has taken ac­
count of hardship cases and special 
problems. In general the bill appears 
to be more liberal than the legislation 
in effect during World War II. The 
minimum credit allowance of $25,000 
will relieve small corporations from the 
excess-profits tax and encourage their 
growth at a time when the bulk of de..: 
fense contracts are being awarded to the 
giant industrial firms. 

The committee estimates in its report 
that the present bill would affect about 
70,00.0 corporations in the calendar year 
1950 and perhaps 80,000 the following 
year. In other words, less than one­
fourth of all corporations would be sub­
ject to excess-profits taxation. During 
the years 1940-45 the number of corpo­
rations paying excess-profits taxes was 
less than one-fourth of all corporation 
income-tax payers. But the relatively 
few corporations with excess profits ac­
counted for a very large total of corpora­
tion incomes. . Thus the corporations 
that get the most defense contracts and 
enjoy the greatest benefit from the de-

. fense boom are rightfully required to re­
turn a portion of their profits. 

The committee estimates that the 
present bill will yield $3,000,000,000 from 
excess-profits tax on corporate profits at 
the level existing in the calendar year 
1950 and about $4,600,000,000 with the 
level of corporate profits which i:nay rea­
sonably be expected in the calendar year 
1951. In view of the record high profit 
rate, the heavy additional . military ex­
penditure requirements outlined by the 
President, the excess-profits tax bill 
strikes me as very moderate indeed. 

In my opinion, we have been going 
about our task of legislating for defense 
too gingerly. The time has come to dis­
pense with "business as usual." Ameri­
can soldiers fighting in Korea ·have been 
torn away from their normal civilian 
pursuits and from their homes and their 
families. · There ·is no "business as 
usual" for the GI. · 

When we were debating the defense­
production bill in August of this year I 
said to the Members that a piecemeal 
method of combating inflation would not 
suffice. What I said then is even truer 
today. Wholesale prices are going up; 
cost of living is going up; and the de­
fense dollar buys less with each passing 
day. We are courting economic disaster 
unless we face up to the problems of in­
flation and institute a program of con­
trol across the board. Such a course has 
long been advocated by one of the wisest 
of our elder statesmen, Bernard Baruch. 
Not only is Mr. Baruch a wise statesman, 
. but he has been one of our eminent 
financiers. 

When the security of our Nation is 
threatened it is the duty of the strong 
to protect the weak. The strongest 
physically of our citizens, the young 
men, are called upon to risk their lives. · 
Is it too much to insist that the finan­
cially strong among our citizens, whether 
it be individuals or corporations, shall 

. risk their abnormal profits? My answer 

is, No. I shall vote for the taxing of 
excess wartime profits. 

Mr. REED. of New York. Mr. Chair­
man, I yield . 20 mimites to the distin­
guished gentleman from Wisconsin [Mr. 
BYRNES]. 

Mr. BYRNES of Wisconsin. Mr. 
Chairman, we are legislating today on 
this tax bill in an environment that 
makes it extremely difficult for any of us 
to know exactly what should be done at 
this critical hour. If we knew today 
that tomorrow we were going to be in 
an all-out shooting war, this legislation 
would be most inadequate, and I think it 
would be a waste of time to consider it, 
because the requirements should cer­
tainly be much more drastic. If, how­
ever, the future is to be a long period of 
battle between the Communist econo­
mies and the economies of the free world, 
then another type of tax legislation, I 
believe, would be advisable. 

At the time the Ways and Means 
Committee was considering this legisla­
tion I believe what it had in mind was a 
continuing long-run strain upon our 
economy and upon the need for govern­
mental expenditures in the defense field 
and my remarks today are addressed 
to that kind of situation and the type of 
tax legislation I think is necessary to 
meet that situation. 

No matter what the environment, the 
issue today is not whether additional 
revenue should be raised-certainly 
everybody must agree that it must be · 
raised; nor is the issue on the amount 
that should be raised-I believe every­
body here will agree that we must raise 
every possible cent we can in order to 
bring our revenues into balance with our 
expenditures. There is only one issue 
and all other arguments are extraneous 
to that one issue; that issue concerns 
itself with the method or the formula 
to be used in applying an additional tax 
on corporate income. ·That is all there is 
in the issue before the Congress. I do 
not think the honest Member of Con­
gress would object to the taxing or even 
confiscating in wartime, and possibly 
even in peacetime, of excess profits. "Ex-

. cess" is a bad word; it is like sin; we 
are all against it. But I think we would 
all want to be very certain they were 
excess profits that we were confiscating 

· or taxing at a very high rate. Our prin­
cipal difficulty and the difficulty that I 
had in trying to reach a conclusion on 
this legislation comes about from the im­
possibility of determining what is normal 
-and what is excessive in the field of prof­
its. I am reminded of the words of Sec­
retary Vinson in 1945 when he said: 

The difficulty is that calling profits exces­
sive do.es not make them excessive, and call­
ing profits normal does not make them 
normal. · 

Mr. Chairman, here is the principal 
trouble we have had during this whole 
matter. We have heard speaker after· 
speaker get up here and say that what 
we are doing is taxing excess profits. 
"We are taxing the profits out of war," 
they say. But again I would repeat, 
calling any profits, no matter wha~ they 
may be, excessive cannot make them ex­
cessive or calling them normal cannot 
make them normal. 

The proponents of this legislation say 
that 85 percent of the profits of busi­
nesses making profits in excess of $25,000 
per year during 1946 to 1949 is normal, 
that 15 percent of every company's earn­
ings in this period, however, is exces­
sive. Let me ref er to a chart presented 
to the committee by the Secretary of 
the Treasury wherein it shows the varia­
tion between industries in 1947 and the 
profits that they earned on net worth. 

He showed at that time, for instance, 
that profits ranged from a 7-percent 
profit on the net worth of some corpora­
tions-principally communications-to 
a rate of return on net worth for the 
lumber industry of 35 percent, all of 
that, of course, before taxes-certainly 
an extreme variation. I questioned the 
Secretary during his appearance before 
the committee as to what information he 
had as to the variation within any one 
of these classifications. In other words, 
what was· the variation by companies. 
He was unable to furnish the informa­
tion. He said he would furnish the in­
formation but it would be quite a task 
and I therefore withdrew my request for 
the information. He did admit, how­
ever, that it varied from a minus factor, 
as far as an individual company is con­
cerned in these groups, to a figure in 
excess of the average. Of course, there 
had to be some concerns making in ex­
cess of 35 percent or you would not get 
a 35-percent average. And the same 
way in communications, you must have 
had some making more and some mak­
ing considerably less than 7 percer:it. In 
fact, we know it went from a subzero 
figure of return on net worth to an ex­
cess of the figure shown in the Secre­
tary's chart. 

What are we doing in this particular 
legislation? You are not legislating on 
averages. You are not saying, for in­
stance, in the communications industry, 
7 percent shall be normal or in the lum-. 
ber industry that 35 percent shall be 
normal. What you are doing is legis­
lating on the basis -of what an individual 
company did in that particular period. 

Now, we know that the rate of return 
of individual companies does not follow 
an exact pattern; that much depends on 
many factors, such as public acceptance 
of the product of a particular manufac­
turer at a particular time, the goodwill 
of the company as it happens to exist 
during this particular base period, and 
also population change itself exerts a 
very great influence; also, management 
factors are not fixed. By this bill you 
will take the profit of the individual 
business in a limited period of 4 years 
and say that 85 percent of that profit is 
normal and that any increase is excess 
profit which will carry .a tax rate of 75 
percent. That, t~ me, is one of the basic 
defects not only of this legislation but it 
is bound to be in any tax bill that taxes 
on the basis of a fixed history of a given 
concern over a limited period of time. 
I think the inequity that will result from 
such an assumption that 85 percent of 
the average business profits of a given 
taxpayer between 1946 and 1949 are nor­
mal and 15 percent are excessive is ap-
1parent on its surface. 

Much has been said here that we want 
to tax everybody alike; that what we 
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want to do is to impose this tax on the 
basis of ability to pay. Let us see if 
that is really what we are doing in this 
legislation. Instead of being based on 
ability to pay, this tax will be assessed 
on the basis of a company's experience 
during 1946 to 1949. Who are the com­
panies with favorable profits during 
that period? They are the established 
businesses, the mature businesses, busi­
nesses that have reached the maturity 
of their earning capacity, and so forth; 
they are the businesses that were able· 
to convert readily from war production 
into a consumer line of production to 
meet the consumer demands that had 
been penned up during the war; they 
are the businesses that had the charac­
ter of a monopoly so that there was not 
a competitive situation. Those were the 
people with the largest profit picture 
during 1946-49, and those are the com­
panies and the corporations that will pay 
the least amount of taxes. Who is going 
to have the unfavorable profit picture 
during this base period and whose in­
creased earnings are you going to tax 
at a rate of 75 percent? The young 
companies; the companies that have not 
had a chance to reach maturity; the 
growing companies; the companies who 
could not convert as readily from war 
production to a peacetime basis; yes, and 
those industries where there is the great­
est competition. Those are the com­
panies that are going to be at a disad­
vantage, and that is where you are going 
to place the major burden of this excess­
profits tax presented to you today. I 
defy any Member of the majority to jus­
tify that kind of a tax on the basis of 
ability to pay, on the basis of fairness, 
and on the basis of equity. It is the 
weak and the young and the growing 
companies that are going to bear the 
burden and who are going to be preju­
diced by this tax. Make no mistake 
about it. 

I do not believe that that is the way 
this Congress wants to levy taxes. It is 
certainly not the way that I will legislate. 

Mr. REED of New York. Mr. Chair­
man, will the gentleman yield? 

Mr. BYRNES of Wisconsin. I yield 
to the gentleman from New York. 

Mr. REED of New York. We must not 
let this pic.ture get out of our minds, be­
cause the other side is becoming very 
sensitive of any criticism of the bill or 
their solution of this problem. But the 
fact is that only three or possibly four 
witnesses during the hearing of 200 wit­
nesses, including leading economists of 
this country, thought otherwise. Every­
one else condemned this bill along the 
line that the gentleman now is address­
ing the House. It seems to me that the 
people who are going to produce the 
goods in this country for war ought to 
receive some consideration by any com­
mittee that wants to preserve its self­
respect before the country. 

Mr. BYRNES of Wisconsin. I concur 
in the gentleman's statement. I think 
it is most serious, particularly at this 
time, when we look forward to an Amer­
ican economy that must be able to pro­
vide the weapons and to produce the 
goods that are needed to fight this war; 
that will produce the things that are ' 
necessary to keep this country the strong 

country that it has been in the past and 
that we hope it will continue to be in 
order that we can win the battle against 
communism. 

Mr. Chairman, in all fairness I must 
say this: This bill is a much better bill 
than the excess-profits-tax bill which 
was on the statute books during World 
War II. I think the committee has made 
progress in attempting to soften some of 
the hardships and some of the inequities. 
But, they cannot be removed. They can 
be softened but they cannot be removed 
from any legislation which is based upon 
an individual company's particular ex­
perience in a given base period, no mat­
ter how hard you try. You cannot do it 
in 145 pages as has been attempted here; 
you cannot do it in 1,000 pages. 

I do, however, Mr. Chairman, want to 
compliment the committee on at least 
making some progress. However, I shall 
vote against the bill. I have two basic 
reasons for doing so. 

One reason is that in my judgment it 
is discriminatory and unfair. It is not 
based on ability to pay. Those who were 
able to make the big ·earnings in 1946 
to 1949 are the favored group, and those 
who made the small earnings in this pe­
riod will now be penalized under it. 

My second reason is that I think this 
legislation, viewed in the light of a fu­
ture which is going to require the great­
est producing enterprise, the greatest of 
research, and the greatest of develop­
ment, will stifle such production and 
such research and development. Our 
urgent need is certainly for greater pro­
duction, greater research, and greater 
development, and nothing, in my judg­
ment, should stand in the way of ac­
complishing that objective. Yet I am 
most fearful that this legislation, by 
freezing an individual company to its 
1946-49 average-earnings status, can 
have no other effect than to stifle any 
increase in production and discourage 
research and development. 

Those, Mr. Chairman, are ~he basic 
reasons why I cannot support this bill. 

I think the committee could very well 
have reported out a bill which would in­
crease the revenue from corporations 
without the unfortunate consequences 
I fear will result from this legislation. 
I would, for instance, readily support a 
bill to produce this revenue by an in­
crease in the normal and surtax rates 
on corporations. 

Mr. PHILLIPS of California. Mr. 
Chairman, will the gentleman yield? 

Mr. BYRNES of Wisconsin. I yield. 
Mr. PHILLIPS of California. This 

has been discussed before, but I think 
repetition will not hurt it. Just on the 
practical basis of the amount of money 
which could be raised by a bill of this 
kind with its discriminatory features as 
compared with a bill laid upon the broad 
basis of ability to pay, is there any as­
surance that this bill will raise the 
amount of money the majority side of 
the committee hopes it will raise, on the 
basis of historical experience? 

Mr. BYRNES of Wisconsin. There 
seems to be some di1Ierence of opinion 
as to what the natural result of a tax 
bill of this kind is upon the growth of 
the economy, which, ' of course, is the 
principal factor in producing revenue. 

In my judgment, the fact that it will 
stifle production and stifle expansion will 
definitely have a tendency in the long 
run to produce less revenue than a much 
smaller rate with a much smaller im­
pact upon the economy would have. I 
think it will probably produce the reve­
nue anticipated for the next year or two, 
as stated in the majority report accom­
panying this bill. I think it will raise 
the three and a half or four billion dol­
lars that is claimed for it. However, I 
think the long-run effect of the legisla­
tion can very well be to produce much 
less revenue than we could obtain from 
an across-the-board type of tax. 

Mr. JOHNSON. Mr. Chairman, will 
the gentleman yield? 

Mr. BYRNES of Wisconsin. I yield. 
Mr. JOHNSON. In my State there 

was a terrific growth in the population 
during the years mentioned, and fabu­
lous fortunes were made in buying and 
selling lands and buildings. I do not see 
how they can possibly ever make any 
more than they did during those years. 

Mr. BYRNES of Wisconsin. That is 
correct. 

Mr. JOHNSON. And that group of 
people will not lose one single penny by 
virtue of this tax bill, will they? 

Mr. BYRNES of Wisconsin. The gen­
tleman is correct. So far as those peo­
ple are concerned, for the most part they 
have a very favorable situation because 
of a favorable environment from 1946 
to 1949. But think of those areas from 
which those people came, where they had 
a reduction during 1946-49 as far as 
their population situation is concerned, 
and then in the meantime in 1950-51 
their population increases. Any in­
crease in income as a result of the pop­
ulation shift now will react to their dis­
credit and they will be penalized as far 
as their tax situation is concerned by 
reason of the shift. 

Mr. JOHNSON. May I point out also 
that at the same time there was a larger 
influx of veterans into our State than 
into any other State of the Union. I 
know of half a dozen small companies 
which were organized by veterans. They 
struggled along and made very little in­
comes. There is a field where the points 
that you have brought out are clearly 
evident for anyone to see. All those peo­
ple who fought the war and started 
businesses are being punished. 

Mr. BYRNES of Wisconsin. That is 
correct. 

The CHAIRMAN. The time of the 
gentleman from Wisconsin has expired. 

Mr. JENKINS. Mr. Chairman, I ask 
unanimous consent that our colleague, 
Dr. SMITH of Ohio, may extend his re­
marks at this point in the RECORD. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Ohio? 

There was no objection. 
Mr. SMITH of Ohio. Mr. Chairman, 

I shall vote against the excess-profits 
tax, because it is a tax which destroys 
incentive, and when incentive is gone 
our productive capacity will just as 
surely decline. Like all progressive taxa­
tion it is wrong because the burden does 
not merely fall upon those who pay the 
bill but eventually and inevitably upon 
production itself. ' 
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There is now left only one kind of tax 

that can be levied to meet existing con­
ditions, namely, a straight across-the­
board levy upon all incomes, according 
to the rule of proportionality and not 
according to the rule o'f progression . . 

The grave crisis in which the United 
States is now involved is going to be 
brought home to every one of its citizens. 
There is no way for any group to evade it. 

Mr. REED of New York. Mr. Chair­
man, I yield 5 minutes to the gentleman 
from New York [Mr. JAVITSJ. 

Mr. JAVITS. Mr. Chairman, before 
we came back here on November 27 there 
was some talk about the fact that we 
would do very little at this session of 
the Congress, and some talk about the 
fact that there would be no excess­
profits tax legislation passed at all. I 
think the committee members on both 
sides, both Republican and Democratic, 
have done well to bring in an excess­
profi ts- tax bill, and in giving the time, 
attention, and effort necessary to bring 
it out now. That is essentially the theme 
of my remarks today. 

The American people, it has been said 
here many times before, and will be said 
here many times again, will be called on 
for greater sacrifices than any they have 
known in their entire history, either in 
peace or war, if this totalitarian Com­
munist menace to all man's freedom and 
opportunity which we are facing today 
is going to be overcome. And, in my 
judgment, it will take not less than 10 
years to do it, particularly · as we . are 
determined to do it if humanly p<;>ssible 
without world war III. 

The American people, as I have seen 
them in my own community, and as I 
think as the other Members have seen 
them in their communities, during the 
past campaign, are perfectly willing to 
expend the effort which this will require 
and to make the sacrifices which it will 
t ake. But they insist on one thing, and 
we are beginning here today to honor 
the one thing which they insist on. 
They insist on equality of sacrifice. 
Never let us forget that. If the hard­
ships are equally shared, the American 
people are capable of showing the world 
such fortitude in the bearing of hard­
ships as the world has never seen. That 
goes for bombed England in 1941 as well 
as it goes for any other place where men 
and women have endured. 

I am not one of those who is in a panic 
about current events, or feels that we 
are about to descend into an abyss be­
cause of our reverses and those of the 
United Nations in Asia. I believe the 
American people have the resources and 
the courage and the strength which is 
unmatched in the world and which the 
world has not yet begun to see the be­
ginning of-to meet and overcome re­
verses. But they do insist on equality of 
sacrifice, and we are beginning that to­
day, by this excess-profits-tax bill. We 
are beginning today to bring about that 
equality of sacrifice upon which the 
American people insist. 

As we go along with this type of tax, 
which is a step in the pattern of World 
War II, it may have to be changed. We 
may have to increase further corporate 
taxes and if that is not enough, indi­
vidual and other taxes as well. But this 

step which we are taking today in pass­
ing the excess-profits-tax bill, bearing 
out as it does this demand of the people 
that there be equality of sacrifice will 
show two things. 

First, it will show the people that the 
Congress is on the right road. Second, 
it will show the world that we propose 
to meet the issue with determination. 
The American people are determined to 
go forward and do this job of winning 
decisively over communism; they are. 
determined not to give up the leadership 
of the free world, but, on the contrary, 
to reassert that leadership more strongly 
tomorrow than even it is being asserted 
today, until final victory is achieved. 
We are beginning here the determined 
action to match on the home front the 
heroic sacrifices of our troops in the 
field. 

The CHAIRMAN. The time of the 
gentleman from New York [Mr. JAVITS] 
has expired. 

Mr. REED of New York. Mr. Chair­
-man, I yield 10 minutes to the distin­
guished gentleman from California [Mr. 
HINSHAW]. 

Mr. HINSHAW. Mr. Chairman, I re­
member very · well that during the last 
war I was talking with the manager of a 
very large hotel in Washington, who in­
formed me that under the tax schedules 
which were then in effect, his business 
amounted to that of being practically a 
tax-collecting agency, as practically all 
of the money that was taken in in so­
called profits went back to the Govern­
ment as taxes: 

That reminds me of the fact that all 
of the so-called profits of a corporation 
come from the people either directly or 

-indirectly. It comes in the form of 
prices of_goods and services, or, if it is in 
connection with sales to the Govern­
ment, in the form of Government checks 
drawn on the Public Treasury. There­
fore, we can well consider that a corpora­
tion is a tax-collecting agency just as 
much as it is a producing agency, when 
the tax rates are exceedingly high. 

A while ago, when the distinguished 
gentleman from Iowa [Mr. MARTIN] 
was discussing the defense aspects of this 

- bill, and was joined by several other 
Members, some very good points were 
brought out. Since then I have been 
trying to figure out how we might be able 
to best consider those corporations that 
are producing things for the national 
defense establishment. As was well 
pointed out by the gentleman from 
Pennsylvania [Mr. SIMPSON], there are 
other companies than aviation manu­
facturing companies which are engaged 
exclusively, or almost exclusively, in the 
manufacturing of defense articles. We 
all remember that during World War II 
we had a renegotiation statute, a Con­
tract Renegotiation Act. That Renego­
tiation Act definitely limited the profits 
th,at could be made by any contractor 
with the Federal Government. There 
are corporations which are not engaged 
exclusively in the manufacture of de­
fense items. For example, the General 
Motors Corp. or the General Electric 
Corp. or any of those great corporations, 
like the du Pont Co., and so forth, who 
make other things than defense items. 
But it seems to me that under the con-

tract-renegotiation statute, if that 
should be reenacted, those portions of 
income which arise from the national 
defense establishments that are subject1 
to contract renegotiation should be con­
sidered as already having. been taken 
care of in the way of taxes, and be sub­
ject to whatever normal tax may be in 
existence at that time. The rest of the 
business that is done by the corporation 
should be subject to whatever excess­
profits tax the Congress thinks is 
desirable. 

I say that because, as we very well 
know, the contract-renegotiation officers 
for the Army, the Navy, and the Air 
Force generally see to it that there is 
very little profit left out of a Govern­
ment contract to be subject to taxes. I 
do not know whether that suggestion is 
valuable or not. I am no expert on taxa­
tion. We rely upon the qistinguished 

. members of this great Committee on 
Ways and Means, who are supposed to · 
know as much as human beings can 
know about tax matters. The rest of 
us, of course, have our own specialties. 
But when you have a · renegotiation 
statute, and that statute is properly 
exercised by the officers of the Govern­
ment, then there is not very much left. 
If that part were considered separately 
from the other business of the corpora­
tion, it seems to me we would have gone 
a long way toward solving our difficulties. 

I can think of corporations that are 
engaged in the manufacture of radar 
equipment, for example, and who do that 
work exclusively. They do not do any­
thing else. There are companies in the 
aviation industry which have notP,ing 
but Government contracts; then there 
are other corporations engaged in work 
for the national defense establishment, 
let us say, in the aviation industry in 
which the aviation ·portion of their 
manufacturing is a very small proportion 
of their total business. We could not 
exempt such concerns from an excess­
profits tax just because they happened 
to do a little aviation business. 

I do not know whether these sugges-
-tions are any good or not, but I do make 
the suggestion t:i1at these companies that 
are engaged exclusively, or almost exclu­
sively, in the manufacture of nationa:l­
defense material, when, as, and if they 
become subject to the renegotiation 
statute, then a normal tax would be the 
proper thing. -

Mr. MASON. Mr. Chairman, will the 
gentleman yield? 
Mr~ HINSHAW. I yield. 
Mr. MASON. That proposal was 

brought before our committee but it was 
voted down; it was said that we were 
given a mandate for excess profits and 
not renegotiation; that that would have 
to wait until the next session. ' 

Mr. HINSHAW. If that be the case, 
then I think that under this bill as it 
stands, and if there be no intention to 
make changes, then you are going; to find 
very great difficulty if it is possible at 
all to get these people to risk their capi­
tal, whatever they may have, and their 
personnel, and so forth, in the under­
taking exclusively for the national de­
fense establishment; they simply cannot 
do it and exist under the prese:i;it bill. 
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I have not been able to examine the 

bill which will be offered as a substitute 
on the motion to recommit. It may be. 
that that bill will accomplish better 
things, but I hope and trust that ~n the 
future when this bill is being considered 
for amendment by the committee that 
they will take into consideration these 
facts that have been brought out here 
today on both sides of the aisle. It is 
not possible for these companies to exist 
under this bill. 

Let me now speak for a minute about 
the bill as a whole. Let us take a great 
corporation like General Motors, du 
Pont, or any of the 50 that were men­
tioned by the distinguished gentleman 
from Georgia a little bit ago. Those 
companies are going to get off practically 
scot-free of any excess-profits tax under 
this bill. It is the great corporations 
that have done so well since the war that 
are going to escape excess-profits taxes 
under this bill, because many of them, 
if they take up Government contracts 
will actually have less profits than they 
have shown in the 1946-49 base period, 
and if they drop down to 85 percent of 
their average profit during 1946-49, then 
they are not subject to any excess-profits 
tax at all even though those earnings 
during those years may be two, five, six 
times, or as somebody pointed out, 17 
times v.That they were in the years 1936-
39. That makes a perfectly ridiculous 
situation, and it is one that I do not 
think you can justify to yourselves or to 
the public. You are favoring the corpo­
ration which has been able to make very 
large profits in the postwar years, and 
you are damaging to an extent that we 
cannot now figure, but damaging · to a 
very great extent, in my humble opinion, 
those companies which have suffered re­
verses since the war. I do not think that 
is fair. What you want to do is to have 
business succeed, and I hear a lot of 
people talk about little business around 
this floor. If what you want to have is 
little business to succeed, then this bill 
is the wrong bill, because this bill does 
not favor the growth of little business; 
it favors the further growth of the big­
gest and most successful industries in 
the United States ; that is exactly what 
it does, in my humble opinion. If any­
body wants to controvert that, I wish 
he would take the floor right now and 
do so. Does anybody want to controvert 
what I have just said? I hear no con­
troversy; no one arises to controvert 
what I have said. 

Mr. MILLS. Mr. Chairman, will the 
gentleman yield? 

Mr. HINSHAW. I .yield. 
Mr. MILLS. I want the RECORD to 

show that all of us on this side do not 
agree with the gentleman's statement 
that it is in favor of big business; it cer­
tainly is not. 

Mr. HINSHAW. I said in favor of 
businesses that made very h igh base 
earnings. 

Mr. MfLLS. During the base period? 
Mr. HINSHAW. During the base 

period. 
Mr. MILLS. Does the gentleman 

mean that the bill itself favors big 
business? 

Mr. HINSHAW. Yes, to that extent. 

' Mr. MILLS. It does not favor big 
business. ·It was the representatives of 
big business who came before the com­
mittee urging that we give them 100 
percent of the base period as a credit. 

Mr. HINSHAW. That is not what I 
mean. 

Mr. MILLS. We have not done that 
in this bill. 

Mr. HINSHAW. That is not what I 
mean. I do not care what the rate is. 
I am saying that the bill itself favors 
those corporations that made the great­
est earnings during 1946 to 1949 in rela­
tion to their capital investment. 

Mr. MILLS. ·That is necessary if an 
alternative credit based upon prior aver­
age earnings is to be allowed. 

Mr. HINSHAW. Then what I said is 
correct? 

Mr. MILLS. I would not agree with 
the gentleman's conclusions based on 
that fact. 

Mr. HINSHAW. I cannot see any­
thing different from what I have said 
and I have heard nothing that will con­
trovert it. 

Mr. REED of New York. Mr. Chair­
man, I yield 10 minutes to the gentleman 
from Michigan [Mr. CRAWFORD]. 

Mr. CRAWFORD. Mr. Chairman, 
personally I deeply regret that the great 
people of this country have been unable 
to hear this debate. As unfriendly as I 
am to television, this is one debate I 
would like to have had them see on 
television. I mean, I would like to have 
had our people be able to see it and 
hear the debate. 

Mr. Chairman, it is not when I die, 
but for what purpose I die that counts 
with me. You may ask, Just what has 
that to do with a tax bill? Well just 
this: 

For the third time within 33 years we 
are brought face to face with the prob­
lem of financing a war to be fought, at 
least for the time being, to spill our 
blood on foreign soil, and to help finance 
the cost with an excess-profits tax. 

Casualties in Korea are running high. 
We have a great deficit of men. As Rus­
sia's war by proxy, by sabotage, by sub­
version, by revolution spreads, we shall 
find our manpower deficit will increase, 
and too, materials will be at a premium. 
If we can believe the letters and mes­
sages which have been sent from the 
Korean front, certainly many of those 
lads who have paid the supreme sacri­
fice did so without knowing for what 
purpose they died. 

Now Mr. Chairman, the big big prob­
lem we face is manpower and material, 
governments can always finance wars. 

Our administrators continually tell us 
that unless we do this, that, and the 
other thing, that peoples of other lands 
will not do what they should. These 
same administrators overlook the fact 
our people too, are human beings. 
Psychological laws govern here as in 
other lands. Our people have likes and 
dislikes, they are moved by or influenced 
by incentives. Under our form of gov­
ernment, our method of financing pro­
prietor and corporate capital structures, 
our method of selecting, training, and 
handling industrial management; all 
the labor relations, efficiency of opera-

tion, and ultimate production are closely 
linked to and influenced by tax laws-­
the same as other peoples are influenced 
by local and world-wide conditions. 

If Russia can precipitate a set of condi­
tions which will destroy or greatly dam­
age our productive system, our financial 
or capital system, and our profit and loss 
system, she will move far toward our 
defeat. 

Mr. Chairman, we are not now run­
ning a big cash deficit-that may come 
later-but we have inflation now which is 
devastating. This because of the exces­
sive demand on the part of the Federal 
and State governments for scarce men 
and material which so much of could 
now be left unused. 

This practice of Federal and State 
governments s.tould be eliminated for 
the duration. This tax bill as here pre­
sented should not be approved. Simply 
because in 1917 and in World War II 
excess profits tax laws were approved is 
in itself no 'justification for this law. 
Therefore, if given an opportunity I 
shall vote to recommit this bill. Let me 
say that no member of the Ways and 
Means Committee before the passage of 
the tax bill of 1950 heard me asking 
for an excess-profits tax and no Member 
of the House heard me clamoring for 
such. I did advocate higher personal­
income taxes and how I was criticized by 
my opponents for that position. 

If the House approves the bill, then 
let it go to the other body. When it 
comes back I shall then take a look at 
what is before us in the hope we will 
have a bill I can personally support. 

Insofar as the mandate is concerned, 
I do not feel that if the judgment of this 
body is such at the present time that 
we should not do a certain thing, that a 
mandate which might have appeared in 
some previous act, is binding. We are 
here as representatives of our people 
with responsibilities on our shoulders, 
and we are at least subject to bringing 
c,ur views into agreement with the diffi­
culties which we face at the particular 
moment. Who had reason to assume 
before we recessed, based upon the offi­
cial statements which were continually 
being made, that we would be in the pre­
dicament which we are in today? May I 
ask the members of the Committee on 
Ways and Means, in particular those 
who have talked on this particular sub­
ject, Who finances the large aggregations 
of capital in the form of buildings and 
machines and machine tools? Only the 
rich? Oh, no. It is the little man and 
woman in this country who are striving 
to get ahead, who live simply, and ex­
ercise thrift; who save their money and 
invest it in these great aggregations of 
capital. They are the ones you crucify 
when you stand up here and yell, "Down 
with the great corporations; let us hook 
them all we · can." Where would you be 
today in this contest against Russia if 
you did not have these great industrial 
plants? Where would you be if you did 
not have men and women who have guts 
enough to save the money to pay for 
those buildings and machinery and 
machine tools? 

Mr. DOUGHTON. Mr. Chairman, will 
the gentleman yield? 
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Mr. CRAWFORD. I yield to the gen­

tleman from North Carolina. 
Mr. DOUGHTON, Who testified to 

that? 
Mr. CRAWFORD. All I ask the chair­

man to do is to read the debate of the 
last 2 days. 

Mr. DOUGHTON. Not from anybody 
I have heard. That is the first time I 
have heard it mentioned. 

Mr. CRAWFORD. I will be glad to 
point it out to the chairman. 

I know what I have to do to save a 
dollar to invest in buildings, machinery, 
and machine tools so that the man who 
does not save may have a job with which 
to feed his family. We have had too 
much of this stuff going on over this 
country to the effect that the man who 
does save and invest should be kicked in 
the pants and crucified because he did 
such a thing. That is not fair to the 
American ·system or the American way 
of life. That is exactly what Russia 
wants us to do, destroy our productive 
system, destroy our financial system, de­
stroy the capital structures of proprietors 
and corporations so that they cannot· 
produce, so that a man will have to go 
back to the field with a hoe on his 
shoulder, so that we will be rid of the 
mechanized equipment the laboring peo­
ple of this country use. 
· I have no patience with them. I do 
not owe anything to anybody, and nobody 
can muzzle me into accepting that kind 
of approach and not condemning this 
tax bili, because we will protect this sys­
tem of ours or we will be wiped off the 
face of the earth. I do not propose to 
stand up here and be controlled by any 
demagoguery that has to do with the 
destruction of our profit system and that 
would prevent the accumulation of goods 
our people need to fight with and to use. 

We claim that communism spreads 
across the face of the earth because the 
people do not have goods to consume. 
If we are going to claim that, if we are 
going to ask our people to fight that 
Oommunist philosophy, let us speak a 
word on behalf of the man who is willing 
to live simply and exercise thrift and 
save money and invest it so that goods 
can be produced and so that we can get 
buildings and machine tools and · ma­
chinery together. Let us see that that 
system is protected and pass tax laws to 
protect our people and keep this thing 
tied together like a bundle of sticks so 
that we will have some strength. I am 
one of those who believes that our enemy 
fears our capacity to produce more.than 
he fears our military forces. I am 
against any man or law which would 
destroy our productive system or our 
method of financing our capital goods. 

Mr. REED of New York. Mr. Chair­
man, I yield 10 minutes to the distin­
guished gentleman from Pennsylvania 
[Mr. RICH]. 

Mr. RICH. Mr. Chairman-
The power to tax is the power to destroy, 

·The New Deal is on the destructive road, 
begoy. 

Mr. Chairman, I have voted for about 
18 tax bills since I came to Congress. 
I voted for a majority of them because 
I thought they were necessary to raise 
funds in order to keep this country go-

in,g, at a time when the administration 
we had in power was spending so much 
money that !"realized we could not afford 
to wreck this country. I had no idea 
they would keep up spending and spend­
ing. However, during this last session 
of Congress, before the recess, I ref used 
to vote for another tax bill until we got 
some economy in government, and I am 
not going to vote for this tax bill. 

I think it is high time we as Members 
of Congress get a little common sense 
and start to economize in government 
rather than tax the people to the point 
where they are taxed to death and de­
stroyed. I do not propose to do that. 
I think I am taking the wise and sen­
sible course as a sound businessman and 
as a Member of Congress when I follow 
that procedure. 

How in the world can you expect to 
tax and tax and tax and expect the people 
of this country to pay and pay and pay 
if you are going to ruin them? It just 
does not happen ·that way. 

To be sensible, in your own home and 
in your own business when you find that 
you are spending more money than you 
are getting as income, what do you do? 

When you start to economize in the 
operation of your home and in the op­
eration of your business you do not keep 
on spending and spending and spending. 
You economize-and that is the thing 
that I want to drive home to the Con­
gress today.- We need economy in the 
operation of the Government. Nobody 
knows that better than the chairman of 
this committee. I feel sorry for him to­
day because he is being driven by the 
administration which causes him to do 
things which he knows in his heart. are 
wrong. He knows that this is wrong. _ I 
know it is wrong. 

Consider the bill we have here today. 
·When I listened · to the statements that 
have been made on the :ftoor of the House 
by some of the Members of Congress to 
the effect that this bill was written by 
people on the outside who sent the bill 
to the Committee op Ways and Means, 
I think that is a deplorable condition 
when we come up with a tax bill which 
we know is not the kind of tax bill which 
we ought to have. Why was not a stop­
ping point or termination date put on 
the collection of these taxes? Why was 
this not limited to 1 year or 2 years or 
3 years? Instead, it will go on and on. 
What you are going to do is to wreck 
this country. You are going to wreck 
the private enterprise system if you put 
this bill into effect. God save America, 
when you get into socialism. You are 
doing what Hitler did when he came into 
power in Germany. You started to put 
this country under the control of the 
administration in power, and. you have 
been doing that for the last 15 years. 
Now you have us to the point where we 
will have a socialistic government or a 
military government. If you ever get to 
that point, God save America. 

Mr. STEFAN. Mr. Chairman, will the 
gentleman yield? 

Mr. RICH. I yield to the gentleman 
for a question. 

Mr. STEFAN. Does the gentleman 
know how much money will be collected 
under·this bill if it goes into effect? 

Mr. RICH. No; I do not know how 
much money this bill will bring in, but 
I know that when you take practically 
all the money that a corporation makes, 
you will be putting that corporation in 
bankruptcy and you will be placing more 
corporations in bankruptcy than you are 
going to collect money over a ·period of 4 
or 5 years. 

Mr. STEFAN. I understand the 
amount to be collected as a result of this 
bill if it goes into effect in its present 
form, including all the other revenues of 
Government, during fiscal year 1951, 
will be approximately $47,000,000,000. I 
understand that the expenditures for the 
fiscal year 1951, including the hold-overs 
and permanent appropriations, such as 
the public debt, will amount to $61,307,-
000,000. Added to that will be the 
$18,000,000,000 recently requested. In 
other words, your expenditures will be 
around $80,000,000,000 and your receipts 
$47,000,000,000. Where are you going to 
get the other $33,000,000,000 deficit. 

Mr. RICH. I do not know where you 
are going to get the money, unless you 
economize in Government spending. 
That is the point I want to emphasize 
here. We want a little economy in Gov­
ernment. We want a little sensible Gov­
ernment, and an administration that is 
going to stop this spending. Look at the 
Truman administration. · In 4 or 5 years 
they have spent more than all of the 

· other administrations up to World War 
II. Why, it is a crime and a shame. It 
is slow suicide. It is time we did some­
thing about it. God save America if you 
are going to put this tax bill through. 
You will have socialism take over where 
freedom and liberty reigned. 

Mt. Chairman, the gentleman from 
Illinois [Mr. MASON] made this state­
ment before the House yesterday: 

Mr. Chairman, we have before us for de- . 
bate and action a "pig in a poke" because not 
one Member of this House can possibly know· 
what is in this bill. Anyone voting for it 
under those circumstances must close his 
eyes, hold his nose, and hope for the best 
when he votes. · 

Mr. Chairman, if this tax bill goes into 
effect with no termination date for the 
imposition of these taxes, it means the 
end of the free-enterprise system. It 
means socialism in America, and the de­
struction of our form of government. 
We need economy in government. Stop 
spending-little lending~and no giving. 
That should be the motto from this time 
forth. 

Just let me give you a list of the taxes 
being forced upon the American people, 
and see if such taxes are not a destruc­
tive force oppressing our citizens and 
raising the high cost of living and caus­
ing us ·to bend our backs to support an 
incompetent Government. As for me I 
expect to vote to recommit this bill. I 
shall never vote for a bill of this kind, 
which will tax us into socialism. Just 
look at the taxes we are paying: 

TAXES, 1950 

Income taxes, estate taxes, gift taxes, 
corporation income tax, corporation 
excess-profits taxes. 

Liquor taxes: Taxes on distilled spirits, 
domestic and imported; tax on fer­
mented malt liquors; wine taxes; special 
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taxes in connection with liquor occupa .. , 
tions; container stamp taxes. 

Tobacco taxes: Tax on cigarettes; tax 
on tobacco, chewing and smoking; · tax 
on cigars; tax on snuff; tax on cigarette 
papers and tubes. 

Stamp taxes: Issues of securities, bond 
transfers, and deeds of conveyance; 
stock transfers; playing cards; silver 
bullion sales or transfers. 

Manufacturers' excise taxes: Gasoline 
tax; lubricating oils tax; passenger auto­
mobiles and motorcycles tax; automobile 
trucks, busses, and trailers tax; parts 
and accessories for automobiles tax; tires 
and inner tubes tax; electric energy tax; 
electric, gas, and oil appliances tax; elec­
tric light bulbs tax; radio receiving sets, 
phonographs, :phonograph records, and 
musical instruments tax; refrigerators, 
refrigerating apparatus, and air condi­
tioners tax; business and store ma­
chines tax; photographic-apparatus tax; 
matches tax; sporting-goods tax; pistols 
and revolvers tax; luggage tax; jewelry 
and so forth tax; furs tax; toilet prepa­
rations tax; luggage, handbags, wallets, 
and so forth tax. 

Miscellaneous excise taxes: Telephone, 
telegraph, radio, and cable facilities, 
leased wires, and so forth; local tele­
phone service; transportation of oil by 
pipeline; transportation of persons; 
transportation of property; admissions; 
cabarets, roof gardens, and so forth; club 
dues and initiation fees; leases of safe­
deposit boxes; coconut and other vege­
table oils processed; oleomargarine and 
so forth; sugar tax; coin-operated 
amusement and gaming devices; bowling 
alleys and billiard and pool tables. 
i Employment taxes: Federal Insurance 
Contributions Act-social security; Fed­
eral Unemployment Tax Act; Railroad 
Retirement Tax Act; Railroad Unem­
ployment Insurance Act. 

Sales tax, death tax, gift tax, inheri­
tance, property tax, occupation tax, bank 
tax; dog tax, documentary and transfer 
tax. 

Taxes are wrecking United States 
economy. 

Oh, save us from the destructive taxes. 
Stop spending, little lending, and no 

giving -and you will not have to tax, tax, 
tax. 

Mr. REED of New York. Mr. Chair­
man, I yield 5 minutes to the distin­
guished gentleman from Montana [Mr. · 
D'EWART]. 

Mr. D'EW ART. Mr. Chairman, for 
some years the mining of minerals and 
metals in the United States has been an 
exceedingly risky venture at best. Such 
is doubly true of those daring to open 
new mines or expand production. 

One of the principal objectives of the 
Defense Production Act is to encourage 
the exploration, development, and min­
ing of strategic and critical minerals and 
metals. Government participation in 
the form of financial assistance to pri­
vate enterprise for exploration and de­
velopment work, above-market prices to 
marginal operations, and liberal loans 
are necessary to expand the production 
of strategic and critical minerals and 
metals in the United States. 

The scarcity of minerals and metals 
from domestic mines is the most limiting 

. factor in our economy today-just as it 

will be throughout and following the 
emergency now upon us. Drastic cut­
backs in the civilian con·sumption of 
copper, zinc, and aluminum already have 
been made. Not only is the scarcity of 
minerals and metals a limiting factor 
in our economy, but after two years or 
more of an all-out war emergency, the 
scarcity of these materials would limit 
and delay the war production program, 
and adversely affect the defense of the 
United States. 

On the one hand we have our Govern­
ment alarmed over the scarcity of min- · 
erals and metals from domestic mines 
and embarking on a program, inade­
quate as it may be, to increase explora­
tion, development, and mining of domes­
tic mineral deposits, and on the other 
hand we have our Government propos­
ing a method of taxation which tends to 
inhibit the exploration, development, 
and mining of minerals and metals in 
the United States. 

Section 448 of the proposed law, en­
titled "Corporations engaged in mining 
of strategic minerals" exempts corpora­
tions engaged in the mining of 14 listed 
minerals and metals from the proposed 
tax. Such provision is fine and sensible 
as far as it goes. 

Platinum, tin, and tantalum are 
among the 14 minerals and metals listed 
for exemption, yet there are no known 
deposits of these 3 metals in the United 
States capable of economic exploitation, 
and it appears extremely unlikely that 
any such deposits of consequence will be 
discovered. The domestic production of 
platinum is derived as a byproduct of 
copper-smelting operations. Vermicu­
lite, which is listed· for exemption, has 
not been regarded as a strategic material 
in recent years, if ever. It is used pri­
marily as a building material for insula­
tion, acoustical plasters, and light­
weight concrete. 

Primary consideration currently is be­
ing given under the Defense Production 
Act to expand the production of a num­
ber of scarce minerals and metals not 
listed for exemption from the tax pro­
posed by H. R. 9827. These scarce ma­
terials include copper, zinc, cobalt, mo­
lybdenum, asbestos, corundum, talc, and 

· sulfur. 
It appears wholly illogical, inconsist­

ent, and detrimental to the needs of the 
economy and defense production pro­
gram of the United States to exclude cop­
per, lead, zinc, bauxite, and all other 
strategic, critical, and essential minerals 
and metals from the exemption provided 
under section 448 of the proposed law. 
The bill should be amended to incor­
porate such exemptions. 

The CHAIRMAN. The time of the 
gentleman from Montana has expired. 

Mr. REED of New York. Mr. Chair· 
man, I yield myself 2 minutes. 

Mr. Chairman, just to clarify the 
situation after this very heated debate 
which, in some instances, has sunk to a 
lower level than we would like, at any 
rate I want to get this issue clear. 

Yesterday the Secretary of the Tr~as­
ury, testifying before another body, said 
that the proposal in the House bill fell 
one billion short of what the President 
had asked for to meet this emergency. 
We are meeting that challenge directly. 

So I say to you that to more effectively 
take the profits out of war, to raise addi­
tional revenue, and to combat the rising 
cost of living, the Republicans will move 
that H. R. 9827 be recommitted -to the 
Committee on Ways and Means, with 
instructions to report it back forthwith 
with two simple amendments, to pro­
vide-

(a) That the corporate surtax be 
raised by 5 percentage points; and 

(b) That the average earnings credit 
be 100 percent instead of 85 percent. 

The Republican motion should . be' 
adopted for the following reasons: 

First. It will raise a't least $500,000,· 
000 more revenue than H. R. 9827. 

At a $40,000,000,000 level of corporate 
profits, the Republican proposal will 
yield approximately $3,500,000,000, $500,-
000,000 more than the $3,000,000,000 
estimated under H. R. 9827. At a 
$48,000,000,000 corporate profits level 
the Republican proposal will yield ap­
proximately $6,400,000,000-$1,800,000,-
000 more than the $4,600,000,000 esti­
mated under H. R. 9827. 

Second. It will substantially reduce 
the hardships and discriminations in 
H. R. 9827 and at the same time will 
spread the increased tax load more· 
equitably. 

I remind you when you go home to-_ 
night to listen to the radio. Go back to 
your people. Then your conscience will 
tell you whether or not in this ghastly 
Korean crisis you should increase this 
amount rather than whittle it down as 
you Democrats are proposing to do. 

Mr. COOPER. . Mr. Chairman, I yield 
such time as he may desire to the gentle­
man from Illinois [Mr. SABATH]. 

EXCESS-PROFITS TAXATION 

Mr. SABATH. Mr. Chairman, I want 
to congratulate the Ways and Means 
Committee on carrying out the mandate 
of this House as indicated in a record 
vote shortly before we took the fall re­
cess. The bill, of course, does not go as 
far as I should like to have it go, but I 
.have confidence that in the next session 
we are going to eliminate the loopholes 
and provide ways and means of taxing 
those , who can best afford to pay addi· 
tionar taxes. 

There was an almost universal appeal 
by the people of this country to rein­
stitute the excess-profits tax in connec­
tion with the greatly increased demands 
of our national defense program. Since 
that time our national defense has ap­
proached virtual all-out-war propor­
tions. Our defense requirements have 
skyrocketed. Yes,. unfortunately, the 
situation has become infinitely more crit­
ical in the week or 10 days since the 
Committee on Ways and Means com­
menced the preparation of the final bill 
now before us. Of course, the revenue 
to be raised by this measure will hardly 
touch the outlay that is necessary to 
meet our present crisis, and another bill 
greatly expanding the tax . structure 
must be forthcoming within a matter of 
months or even weeks. 

The usual hue and cry against excess­
profits taxation is heard over. and over 
again in the press, on t:!:le radio, before 
the Ways and Means Committee, and in 
the telegrams and letters that come from 
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big business to every Member of this 
body. These are old and worn-out cries 
to me. I well remember the howl big 
business put up in 1917, when World War 
I was thrust upon us, and the proposal 
to institute an excess-profits tax was 
debated in this body. The charge was 
made and repeated and repeated, that 
it would result in the total collapse of 
our American economic system, as re­
iterated by the gentleman from . Penn­
sylvania [Mr. RICH] a few months. ago, 
that it would destroy· business-that it 
was confiscatory and discriminatory­
that it threw the entire hurden of pay-

. ing for the war on one segment of o.ur 
economy. The bill was passed. We 
collected great sums .from those best 
able to pay. When the war was over, the 
tax was repealed and business went 
along as usual. Th~re was · not the 
slightest sign of any hardship generally.· 
No one was hurt. 

Again, when the Japs struck at Pearl 
Harbor and World War II was launched, 
the Congress enacted another excess­
profits tax. Once more, -big business put 
forth every ounce of its power to def eat 
the proposal, but it was enacted into law. 
Following the cessation of hostilities in 
1945, business · returned to its normal 
processes, the tax repealed through the 
great efforts of the gentlemen who al­
ways give ear to the $1,000 ,000 prof­
iteers, and we witnessed one of the most 
remarkable reconversions from war to 
peace time operation the world has ever 
seen. Big business wa1) not injured by 
the tax, but again trem~ndous sums were 
siphoned off from the huge war profits 
and converted toward the cost of the 
struggle we had successfully completed. · 

What is the situation today? For 
several years prior to our entrance into 
the defense of little Korea, the record 
shows profits of the large corporations . 
greater than in all history. Here· are 
some interesting figures on the profits 
of a dozen or so of the giant corporations 
for the years 1948 and 1949: 

Profits and more profit;; 

General Motors ____ _______ _ 
United States SteeL ______ _ 
Chrysler ___ __ -- -----------
Bethlehem SteeL _________ _ 
Du P ont ______ _ ---- -------
International Harvester ___ _ 
American Tobacco ________ _ 
Deere & Co __ ·-- -----------National Biscuit__ ________ _ 
General Foods ___ _________ _ 
Anaconda Copper_ ________ _ 

ational Dairy ___________ _ 
Allis-Chalmers ___ ________ _ _ 
Caterpillar Tractor __ ______ _ 

1949 1948 

$502, 414, 000 
133, 223, 000 
97, 651, 000 
82, 898, 000 
49, 188, 230 
37, 500, 000 
34, 009, 000 
28, 108, 000 
23, 779, 000 
21, 349, 000 
20, 828, 000 
16, 537, 000 
13, 494, 000 
10, 942, 000 

$327, 155, 000 
88, 042, 000 
59,888, 000 
53, 184, 000 

. :38. 960, 000 
28, 500, 000 
29, 038, 000 
17, 490, 000 
20, 799, 000 
20, 432, 000 
13, 606, 000 
13, 325, 000 
9, 870, 000 
3, 763, 000 

You will note that these profits were 
topped by General . Motors' profit for 
Hl4£ of over $502,000,000, t:1e greatest in 
all the history of this giant corporation. 
In fact, figures released by the National 
City Bank of N~w York just recently 
show that 1950 profits will exceed those 
of 1949 by over $10,000,000,000. These are 
not my figures; they come from the big 
ranking interest which represents big 
business. 

The expansion of Federal expendi­
tures for defense as a result of the very 
serious international crisis confronting 
our Nation, makes it imperative that the 

tax load be properly and proportionate­
ly shared by corporations exacting these 
fantastic profits. With our national debt 
approaching $260,000,000,000, it is like­
wise imperative that present costs of de­
fense be placed on a pay-as-you-go basis 
as fully as possi·ble. Every segment of 
our economy will be required to bear its 
share of the burden. Individual incomes 
have already been required to contribute 
their share, effective last November 1. 
With profits as of July 1 having risen to 
the fantastic figure of $37,400,000 ,000-
with the present total for 1950 estimated 
at over $.,;,2,000,000,000-it is imperative 
that a substantial excess-profits tax be 
levied effective July 1, 1950, to siphon off 
these huge profits which are contribut­
ing so greatly to the growing forces of 
inflation. Are we to squeeze out every 
available dollar from the pockets of the 
average workingman· on the theory of 
controlling inflation and diverting dol­
lars to the war cost, while permitting 
these giant corporations to wax richer 
by the hour and expanding the real dan­
gers of inflation during these dark hours? 

My only criticism of tnis bill now be­
fore us is that it does not go far enough. 
The bill should· be amended to produce 
the full amount requested by Pre ident 
Truman weeks ago. His estimates, made 
week:s before the present tremendously. 
critical situation was before us, were 
modest at that time. They are wholly 
inadeqqate today. There cannot be the 
slightest doubt that what we do here to­
day will be but an extremely temporary 
and inadequate effort to cope with the 
grave problem now confronting us. We 
can ease the burden bearing down upon 
us by increasing the rates in this bill to 
at least those necessary to bring in the 
revenue the President asked for. There 

, is less uncertainty today about Federal 
spending for defense than there was 2 or 
3 months ago. The tempo of our prepa­
rations for defense are being doubled, 
trebled, quadrupled overnight. Taxes 
must inevitably follow. Let us not lag 
too .far behind in providing the revenues 
necessary to meet this load. Let us not 
quibble over its effects on business 2, 3, · 
5, 10 years hence. All of these problems 
can and will be met, as they were after 
each of our two recent world cataclysms, 
with little or no effect upon our contin­
ued expansion and development. 

This excess-profits tax, as with all 
taxes, is but a means of distributing the 
burdens, the doing without, which war 
and preparedness for war put on the 
economy. Big business has a right to 
express itself, to argue that the shift in 
the burden as proposed is confiscatory. 
Unfortunately, their stand has been in­
scribed on the record of the proceedings 
of Congress during two great wars, and 
has been found completely wanting. 

Prior to World War II the charge was 
made that an excess-profits tax would 
seriously interfere with production and 
the expansion of production during the 
war period. What happened? During 
the war steel production expanded 10 
percent, electric power more than 20 
percent, and aluminum production by 
more than 500 percent. In considering 
this experience, it should be rememl:>ereq 
that the financial strength of corpora­
tions to expand production capacity and 

production was far less during the war 
than it is now. Financial strength was 
low because corporations as a whole had 
experienced losses in the decade 1930-39. 
Production levels before the war were 
less than half those of the war period; 
profits after taxes during the four pre­
war years were no more in total than 
the profits after taxes of the one post~ 
war year 1948. 

. Notwithstanding the excess-profits tax 
of the last war period, industry was able 
to reconvert and expand its production 
at the most fabulous rate in an· history. 
Pro.fits reached unheard-of peaks. The 
dire forebodings of disaster following the 
end of the war were dissipated in thin 
air. There is. no sound, logical argu­
ment against an adequate excess-profits 
tax. · 

Business has come forward with a 
. proposal to increase the corporation 

income tax. An increase in this tax 
would not divert sufficient of the produc­
tive capacity needed for the armaments 
program, and would encourage putting 
machinery, buildings, and materials into 

·uses from which they would have to be 
diverted eventually, with resulting waste 
and loss. Smaller business which would 
be subjected to -the increased rate would 
:find it harder to expand out of reinvested 
earnings than if there -were an excess- . 
profits tax to which -they were not sub­
ject. Both the "desirability and possibil­
ity of expansion would be less. 

An . excess-profits tax curbs inflation 
and prevents the inequitable distribution 
of the burdens of armament programs. 
The World War II excess-profits tax 
brought in as much as $11,000,000,000 
in 1 year; this bill is estimated to pro-

. duce but $3,400,000,000. It will still 
leave large profits to the corporations­
too large profits. Corporate profits after 
taxes wouid still be more than half again 
as large as during the war, and larger 
than in 1946. 

The tax is anti-inflationary also be­
cause it reduces the incentive to raise 
prices to take advantage of market con­
ditions. Cost cutting can occur. An 
excess-profits tax encourages greater 
efficiency and cost cutting. It encour­
ages profit making by holding down 
costs. The carelessness that is inherent 
in big business in normal times, in tak­
ing the easy road of raising prices rather 
than by cutting costs to ensure huge 
profits, will disappear. 

Another sound reason for a substantial 
excess-profits tax has been advanced by 
Secretary Snyder when he says: 

There is substantial variation in the in­
creased profitability of small and large cor­
porations. There are equally important var­
iations among industries and among firms 
within identical industries. As happened 
during the last war, these variations will 
undoubtedly increase undei: the abnormal 
·conditions ahead of us. 

The excess-profits tax bears only on 
those corporations which obtain high 
profits out of a defense or war program. 
During World War II it was paid by only 
about one in five or six corporations 
having net income. One percent of all 
corporations paid about 69 percent of 
the tax. The tax is paid primarily by 
large corporations, by those best able to 
pay, 
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To increase the corporate income ·tax 

would only shift the burden to the aver­
age wage earner. One great industry 
that would be affected is the electric and 
gas utilities. Their profits are high, but 
are rather stable, being dependent upon 
rates controlled by State commissions, 
while the profits of industrial corpora­
tions are not so controlled and have 
shown increases as much as 53 percent 
in one quarter. Any increase in the cor­
porate-tax structure in lieu of excess 
profits levied on public utilities and 
other public-service corporations, such 
as transportation, wo:uld immediately re­
sult in increased charges to the average 
home owner and workingman and his 
family, thus distorting the equitable dis­
tribution of the necessary tax load. 

There has been an alarming tendency 
since World War II to depend more and 
more on taxes on consumers and less and 
less on taxes based on ability to pay. 
The tax increases proposed in this bill 
are not only not high enough but are 
not excessive in the light of the con­
tinued high level of corporate profits 
since 1945. Profits for the current year · 
will be only slightly less than the $21,-
000,000,000 in profits after taxes by cor­
porations in 1948, which was an all-time 
high. 

Enactment of this proposed. excess­
profits tax now would give balance to 
the tax structure; it would constitute a 
necessary support to efforts to check in­
flationary tendencies; it will provide 
badly needed revenue; and it will con­
stitute no excessive burden on corporate 
taxpayers, who at the current level of 
economic activity would continue to op­
erate with very high earnings and at a 
high rate of return. 

I sincerely trust that when the Com­
mittee on Ways and Means brings in the 
next tax ·bill, which is certain to follow 
this one, it will make specific provision 
for closing all of the loopholes that now 
exist in our tax structure; that it will 
include an adequate tax on insurance 
companies; that it will eliminate the de­
pletion allowances granted to the oil and 
natural gas industries which are rolling 
in wealth now. It should provide for the 
proper taxation of the many family and 
so-called charitable trusts, as well as 
those educational trusts which compete 
with private business for profit but have 
successfully avoided their share of the 
tax -burden. The millions of bondhold­
ers who have invested billions of savings 
in enterprise are entitled to protection 
against these tax-dodgers. We must 

. . safeguard the investment of these con­
scientious investors, most of whom are 
dependent upon the income from these 
investments for their very livelihood and 
well-being. No loopholes must be left 
open. All profit-makers must bear their 
share of the burdens ahead. 

I am confident the membership of this 
House will measure up to its responsi­
bility and enact this legislation over­
whelmingly. 

Mr. DOUGHTON. Mr. Chairman, I 
yield 10 minutes to the gentleman from 
Colorado [Mr. CARROLL]. 

Mr. CARROLL. Mr. Chairman, as we 
conclude the debate on this important 
piece of legislation it appears that seldom 
is the House given an opportunity to 

pass tax legislation-at least in . recent 
times-except under great duress. For 
example, on Jun~ 28-and I mention this 
to you for the purpose of showing how 
events shape taxation legislation--on 
June 28 we passed a billion-dollar ex­
cise-tax-reduction bill; that was 3 days 
after Korea. At that time some of us 
had much concern as to whether we 
were taking the proper course, but as 
that bill moved over into the Senate, 
what happened? The other body 
knocked out the tax reduction that we 
gave, and increased the income taxes of 
the people. The Senate took from the 
little people of this Nation almost $3,-
000,000,000 by increasing Personal in­
come taxes. At the same time the Sen­
ate increased corporation taxes, obtain­
ing a billion and a half dollars in rev­
enue from that source. 

Let us take a look at the economy of 
the Nation at that time. In this year 
1950, every quarter has shown an in­
crease in the national income ; every 
quarter has shown great increases in 
corporate profits. 

When the members of the Ways and 
Means Committee came back on No­
vember 14, the newspapers, yes, and 
some of the leading economists and 
nearly all business came before us~ and 
said: "Do not put a tax upon excess war 
profits." What they tried to do was to 
sen us -the same bill of goods as the 
minority is now trying to insert in the 
motion to recommit. They said, in sub­
stance, "Increase the corporate tax rate 
but do not take war profits away from 
us." 

It is these people-and I ref er to the 
National Association of Manufacturers 
and other special interest groups-who 
call the loudest for us to fight the menace 
of communism; yet these same groups, 
when they are confronted with a situa­
tion which threatens their war profits, . 
are reluctant to practice what they 
preach. They are unwilling to make a 
personal sacrifice. · I say to you that 
this is a time for equality of sacrifice. 
This is no time for any group to shirk 
it;; fair share of the load. 

Do we consult the wives, the mothers 
and fathers, and the sweethearts of those 
who are being called upon to take up 
arms in defense of our democracy? They 
have no high-priced lawyers or experts 
to gain exemptions or find loopholes for 
them. We are so concerned with pro­
tecting corporations-what protection 
is being given to the families of these 
men? Already they are being caught in 
an economic trap, crushed between ris­
ing prices on the one hand and higher 
taxes on the other. I say to you, this 
cannot be a one-way street; the people 
cannot be expected to make all the sacri­
fices while the big corporations reap ex­
cessive war profits. 

It is significant that all the econo­
mists and others who appeared repre­
senting the special groups said to us: 
"We must increase the taxes of the 
people." 

I asked some of our own experts be­
fore I took the floor today how much 
more personal income taxes can be 
raised. Well, they said we can make 
certain increases. We can lower the 
present $600 exemption to $500. We can 

increase their taxes 3 percent or there­
abouts. We can do away with exemp­
tions for certain groups. Then, when 
we get through, we will have an addi­
tional $4,000,000,000. That is all the 
additional taxation that the people can 
bear. 

I notice the gentleman from New York 
[Mr. JAVITS] put in the RECORD yesterday 
figures on the increase in the cost of 
living. May I say to my friends on the 
Democratic side as I prepare to leave this 
body: You had bet ter pay some attention 
to what is happening to the economy of 
this Nation. Every week and every 
month prices are spiraling upward, and . . 
in addition money is being taken away 
from the people by an increase in tax­
ation. In this grave period, this Nation 
is confronted not only by the war danger 
from aggression of the Soviet Union and 
the Chinese Reds, but the equally great 
danger of uncontrolled inflation. 

Let me make this further point, and 
and I think it is relatively simple. We 
are going to get only a comparatively 
small amount of revenue out of this bill. 
In order to get a bill before you and to 
meet the mandate given this committee 
we had to compromise and compromis~ 
and give and give, allowing great relief 
provisions in this bill. This is not the 
best bill that could have been brought 
before this body. The minority did not 
want to strengthen the bill. They 
wanted to weaken it further-make no 
mistake about that. 
· I wish to mention another very im­

portant point. ri:his legislation does 
have an anti-inflationary aspect. The 
economists who came before us said: "If 
you are going to stop inflation, you will 
have to reach into the pockets of the 
people ·and take the money away from 
them." But, as I have pointed out, there 
is a definite limit to the amount of 
money which can be gained in that way. 

In my area, in the small towns of my 
State, the people are complaining about 
price increases. In addition, they are 
complaining about the increase in the 
withholding tax that we recently im­
posed upon them. The wage earner, the 
~hite-collar worker~ the aged, and others 
on fixed incomes-these people cannot 
stand another dose of inflation. I think 
it would be a very serious mistake for 
any Member of the Democratic group, 
and, yes, those thinking Members on the 
Republican side, to . fail to vote for this 
measure. 

Not long ago we appropriated $17 ,-
000,000,000 for the military. We did 
that in a period of increasing profits; 
we did that in a period of an expanding 
national income. Today we are asked 
to appropriate an additional $18,000,-
000,000. What is going to be the effect 
of that expenditure? You mark what I 
say to you. Within 3 or 4 months' time 
you will not only have to act on addi­
tional taxes, you will have to impose 
controls to protect the fixed-income 
groups of this country. As the gentle­
man from Louisiana [Mr. BoGGs] said 
we are in one of the most .critical period~ 
of American history. Yet from the tes­
timony of the witnesses who appeared 
before the Ways and Means Committee 
one would think there was no great 
emergency. All of those witnesses were 
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arguing that you must not interfere with 
payrolls, you must not interfere with war 
profits. 

Now, in substance here is what we 
have done by this bill. We are going to 
cut into some corporation profits about 
15 percent-a very, very mild provision. 
The Treasury recommended 25 percent. 
In order to bring the bill in at all, we 
had to compromise; so we agreed upon 
15 percent. Instead of getting a $4,000,-
000,000 bill, you have a $3,000,000,000 bill. 
I certainly hope that no one here will 
pay any attention to this motion to 
recommit, which is a sham and a sub­
terfuge on the part of those who did not 
want an excess-profits tax in the first 
place. In the next 3 or 4 months you are 
·going to have to meet far more serious 
problems than the bill that is before you 
now, and you must have the courage and 
the will to act in the national interest. 
I wish to take this opportunity to thank 
our chairman the gentleman from Ten­
nessee [Mr. CooPER] and other members 
of the Committee on Ways and Means 
for their fine work on this bill. They 
have listened to the mandate given the 
Committee on Ways and Means by this 
body. In addition, I wish to say that 
had it not been for the valiant fight of 
the gentleman from Pennsylvania [Mr. 
EBERHARTER], and others who supported 
him, there would have been no bill to 
tax the excessive war profits of the cal­
endar year 1950. 

Before I close, I want to say to the 
other body that it can write a better bill 
than we have written; it can write a 
tougher bill than we have written; it 
can write a more equitable bill than we 
have written; it can take more of the 
war profits away from those who are 
profiting so greatly from the present 
emergency: Let me .tell you, every day 
they are getting contracts ranging up 
to $100,000,000 or $150,000,000. Some­
body has to curb these war profits, and 
this legislation is a step in the right 
direction. I sincerely hope that every 
Democrat will stand back of the Com­
mittee on Ways and Means and the ex­
ceptional work it has done under the 
circumstances. I urge that you vote 
down the motion to recommit and vote 
for the passage of this bill. 

Mr. COOPER. Mr. Chairman, we 
have no further requests for time. 

Mr. REED of New York. We have ·no 
further requests, Mr. Chairman. · 

The CHAIRMAN. Under the rule, the 
bill is ·considered as read. Committee 
amendments are in order; 

Mr. COOPER. Mr. Chairman, I have 
a series of seven committee amendments, 
and I . ask unanimous consent that· they 
be considered as read and printed in the 
RECORD, and considered en bloc. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Tennessee? 

There was no objection. 
The committee amendments are as 

follows: 
Committee amendment No. 1: On page 13, 

after .line 2, insert the following : 
"(M) Blocked foreign income: There shall 

be excluded income derived from sources 
within any foreign country to the extent that 
such income would, but for monetary, ex­
change, or other restrictions imposed by such 

foreign country, have been includible in the 
gross income of the taxpayer for any tax­
able year which preceded its first taxable 
year under this subchapter. The determina­
tion of the extent to which income so de­
rived shall be considered to have been in­
cludible, but for such ·restrictions, in the 
gross. income of the taxpayer for years which 
preceded its first taxable year under this 
subchapter shall be made under regulations 
presc~ibed by the Secretary. Where income 
derived from s.ources within any foreign 
country is includible (without regard to 
this sentence) in a taxable year succeeding 
the first taxable year under this subchapter, 
and but for monetary, exchange, or other re­
strictions imposed by such foreign country 
would have been includible in the gross in­
come of the taxpayer for its first taxable 
year under this subchapter, such income, in 
case such first taxable year began before 
July 1, 1950, shall be considered (in the 
application of this subparagraph) as having 
been includible in gross income of a taxable 
year which preceded such first taxable year 
in an amount equal to that portion of such 
income as the number of days prior to July 1, 
1950, in such first taxable year bears to the 
total number of days in such first taxable 
year. Deductions properly chargeable and 
allocable to income included under this sub­
paragraph shall not be allowed." 

Committee amendment No. 2: Page 72, line 
5, strike out "average of the." 

Committee amendment No. 3: Page 73, line 
7, strike out "defined in section 437 (b)" and 
insert in lieu thereof the following: "com­
puted under section 437 (b) without regard 
to the last sentence thereof." 

Committee amendment No. 4: Page 73, line 
17, insert after "telephone service," the fol­
lowing: "telegraph service." 

Committee amendment No. 5: Page 73, line 
20, strike out "(2)" and insert "(3) ." 

Page 74, after line 5, insert the following: 
"(2) 6 percent in the case of a corpo­

ration engaged as a common carrier in the 
furnishing or sale of transportation by pipe 
line of oil or gas, if subject to the jurisdiction 
of the Interstate Commerce Commission or 
the Federal Power Commission." 
- Page 74, line 6, strike out "(2)" and insert 
"(3) ." 

Page 74, strike out lines 13 to 15, inclusive, 
and insert in lieu thereof the following: 

"(d) For the purpose of this subchapter 
the term 'regulated public utility' means a 
corporation described in subsection (c) sub­
stantially all of whose excess profits net in­
come for the taxable year is derived from 
sources described in subsection ( c) ." · 

Committee amendment No. 6: Page 75, 
strike out line 20 and all that follows 
through line 5 on page 76 and insert in lieu 
thereof the following: 

"(a) Exemption from tax: In the case of 
a.ny domestic corporation engaged in the 
mining of a strategic mineral or a critical 
mineral, the portion of the adjusted excess­
profits net income attributable to such min­
ing in the United States shall be exempt from 
the tax. imposed by this subchapter. The tax 
on the remaining portion of such adjusted 
excess-profits net income shall be an amount 
which bears the same ratio to the tax com­
puted without regard to this section as such 
remaining portion bears to the entire adjust­
ed excess-profits net income. 

"(b) Definitions: "For the purposes of this 
section-

"(1) the term 'strategic mineral' means 
antimony, chromite, manganese, nickel, plat­
inum (including the platinum group metals), 
quicksilver, sheet mica, tantalum, tin, tung­
sten, vanadium, fiuorspar, fiake graphite, 
vermiculite, long-fiber asbestos in the form 
of amosite, chrysotile or crocidolite, beryl, 
cobalt, columbite, corundum, diamonds, kya­
nite (if equivalent in grade to Indian kya­
n.ite), monazite, quartz crystals, and ura­
nium, and any other mineral which the cer-

tifying agency has certified to the Secretary 
as being essential to the defe_nse effort of the 
United States and as not having been nor­
mally produced in appreciable quantities 
within the United States. 
· "(2) the term 'critical mineral' means a 
mineral (otl:ier than a strategic mineral) (A) 
Which the certifying agency has certified to 
the Secretary that additional production 
thereof within the United States is essential 
for the defense effort, and (B) which is 
mined from-

"(i) a mineral property which was devel­
oped and brought into production subse­
quent to June 25, 1950; or 

"(ii) a mineral property which has been 
1n production prior to June 25, 1950, but was 
not in production o:n such date; or 

"(iii) a mineral property from which, dur­
ing the period it was in production during 
1946, 1947, 1948, and 1949, the aggregate gross 
Income derived therefrom was less than the 
aggregate of the deductions (allowable under 
section 23 without regard to any net operat­
ing loss deduction) attributable to such 
property during such period of production. 

"(3) the term 'certifying agency' means 
the department, official, corporation, or 
agency utilized or created to carry out the 
authority of the President under section 303 
(a) of the Defense Production Act of 1950 to 
make provision for the encouragement of ex­
ploration, developi:nent, and mining of criti­
cal and strategic minerals a.nd metals. 

" ( c) Certification during taxable year of 
taxpayer: In determining under subsection 
(a) the portion of the adjusted exces.; profits 
net income which is attributable to the min­
ing of a mineral which is a strategic or criti­
cal mineral by reason of a certification made 
during the taxable year, such por tion r.hall 
be an amount which bears the s <;t.mc ratio 
to the portion of the adjusted excass profits 
net income, determined without regard to 
this subsection, attributable to such mining 
during the entire taxable year as th3 number 
of days for which the taxpayer held the min­
eral property during the taxable year and 
after the date of the making of t he cert ifica­
tion bears to the number of days for which 
the taxpayer held the property during such 
taxable year. 

"(d) Application of section to lcss0r: In 
the case of a mining property operated under 
a lease, income attributable to st '.Ch property 
derived by ·a lessor corporation shall, for the 
purposes of this section, be considered to be 
income of a corporation engaged in mining." 

Committee amendment No. 7: Page 94, 
strike out line 14 and all that follows down 
through ~ine 2 on page 95. 

Mr. COOPER. Mr. Chairman, I ask 
unanimous consent to extend my re­
marks at this point in the RECORD in 
brief explanation of the amendments. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Tennessee? 

There was no objection. 
Mr. COOPER. Committee amend­

ment No. 1: This amendment deals with 
the treatment for excess-profits-tax pur­
poses of blocked foreign income. United 
States corporations engaged in foreign 
operations have been unable to return 
from many foreign countries a substan­
tial part of the income earned in those 
countries because of monetary, exchange, 
or other restrictions imposed by the for­
eign countries. In many cases income so 
blocked is reported for tax purposes in 
the taxable year when the income is 
convertible into dollars, instead of in the 
taxable year in which the iricome was 
actually earned. This amendment pro­
vides that the excess-profits tax shall not 
apply to income which, but for monetary 
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restrictions imposed by a foreign coun­
try, would have been reportable for tax 
purposes for a period prior to the excess:. 
profits-tax years. : 

Committee amendments Nos. 2 and 3: 
These are technical amendments to cor­
rect technical errors in the bill as re­
ported. 

Committee amendment No. 4: This 
amendment inserts a reference to tele­
graph cervic.e, to correct an inadvertent 
omission in the provisions of the bi~l 
dealing with regulated public utilities. 

Committee amendment No. 5: This 
amendment inserts a reference to com• 
mon carriers of oil and gas by pipe line, 
thereby extending ·to such carriers the 
provisions of the bill dealing with regu;. 
lated i:ublic utilities. 

Committee amendment No. 6: This 
amendment deals with the exemption 
from the excess-profits tax of income 
attributable to the mining of strategic 
and critical minerals. Under the World 
War II excess-profits-tax law, income de­
rived from the mining of strategic min­
erals was exempt from the tax. The bill 
as reported contained the provisions of 
the old law. This amendment adds 
other minerals to th~ list of strategic 
minerals which your committee believes 
to be in the category of strateg'ic min­
erals. The amendment extends the 
same treatment to minerals not specift­
·cally named in the bill upon certification 
by the ·Defense Minerals Administration 
as being strategic or critical minerals. 
In the case of critical minerals, however, 
the certification applies only in respect 
of mining from-

(i) a mineral property which was devel­
oped and brought into production subse­
quent to June 25, 1950; or 

(ii) a mineral property which has been 
in production prior to June 25, 1950, but 
was not in production on such date; or 

(iii) a mineral property from which, dur­
ing ·the period it was in production during 
1946, 1947, 1948, and 1949, the aggregate gross 
income derived therefrom was less than the 
aggregate of the deductions (allowable under 
section 23, without regard to any net operat­
ing loss ~eduction) attributable to such 
property during such period of production. 

Committee amendment No . . 1: This 
amendment corrects a technical mistake 
in drafting to conform the bill with the 
policy agreed upon in the committee. 

Mr. REED of New York. Mr. Chair­
man, I rise in opposition to the amend~ 
men ts. 

Mr. Chairman, I just want to call the 
attention of the House to this series of 
technical amendments. . It just goes to 
show the House the lack of consideration 
given to this bill. The provisions in it 
were so inequitable, so 'unsound, so un­
just that now we find the committee in 
the last minute trying to correct their· 
failures in bringing out this bill so lack­
ing in its essentials. If they wanted to 
perfect this bill at all, they would be 
in here not with seven amendments: 
they would be in here with 50 amend-· 
ments or more. That is not the way to 
legislate. So you can see that while this 
may make some slight improvement, 
this is only just a little bit of tbe work 
which should have been done by the 
committee before it came into this House 
and asked this House · to support this 
'bill. 

Mr. COOPER. Mr. Chairman, I ask 
-for recognition. 

Mr. Chairman, the fact is that each 
·of these seven amendments were con­
. sidered by the Committee on Ways and 

··Means and adopted by . the committee 
and turned over to the drafting service 
to draft the amendments. The amend_­
ments are presented here for the pur­
pose of car'rying out the action taken 
·by the committee during the considera­
, tion of this bill. 

Mr. Chairman, I ask for a vote on the 
· amendments. 

The CHAIRMAN. The question is on 
the amendments offered by the · gentle­
men from Tennessee. 

The amendments were agreed to. 
The CHAIRMAN. Are there further 

amendments? 
Mr. COOPER. There are no further 

amendments, Mr. Chairman. 
The CHAffiMAN. Under the rule, the 

Committee rises. 
AccordiD.gly the Committee rose; and 

the Speaker having resumed the chair, 
Mr. WALTER, Chairman of the Commit­
tee of the Whole House on the State of 
the Union, reported that that Commit:. 
tee, having had under consideration the 
bill <H. R. 9827) to provide revenue by 
imposing a corporate excess-profits tax, 
and for other purposes, pursuant to 
House Resolution 872, he reported the . 
bill back to the House with sundry 
amendments adopted by the Committee 
of the Whole. 

The SPEAKER. Under the rule, the 
previous question is ordered. 

Is a separate vote demanded on any 
amendment? If not, the Chair will put 
them in gross. · 

The amendments were agreed to. 
The SPEAKER. The question is on 

the engrossment and third reading of the 
bill. 

The bill was ordered to be engrossed 
and read a third time and was read the 
third time. 

Mr. REED of New York. Mr. Speak­
er, I offer a motion to recommit. 

The SPEAKER. Is the gentleman op­
posed to the bill? 

Mr. REED of New York. I am, Mr. 
Speaker. · 

The SPEAKER. The Clerk will re­
port the motion to recommit. 

The Clerk read as follows: 
Mr. REED of New York moves to recommit 

the bill H. R. 9827 to the Committee on Ways 
and Means with instructions to report it 
back forthwith with the following amend-

. ments: · 
" ( 1) Strike out the figure '85 % • in sec­

tions 435 (a) (I) (A) and 435 (a) (2) of H. R. 
9827, and insert in lieu thereof the figure 
'100%.' 
. "(2) That the follo:wing new section be 
added at the end of title II of the bill: 

" 'SEC. 206. Increase of corporate surtax 
rate. . 

" 'Section 15 (b) of the Internal Revenue' 
Code, relating to rates of corporate surtax, is 
hereby amended to read as follows I 
' "' "(b) Imposition of tax: 

" ' " ( 1) Taxable years beginning after June a:o. 1950: In the case of taxable years begin· 
ning after June 30, 1950, there shall be levied, 
collected, and paid for each taxable year 
upon the corporation surtax net income of 
eyery corporation (except a corporation sub­
ject to a tax imposed by section 231 (a), 
Supplement a; or Supplement Q) a surtax 

of 25 percent of the amount of the corpora­
. tion surtax net income in excess of $:&8,000. 
· " ' " ( 2) Calendar year 1950: In the cnse of 
a taxable year· beginning on January l, 1950, 
and ending on December 31, 1950, there shall 
be levied, collected, and paid for such taxable 
year upon the corporation surtax net income 

. of every corporation (except a corporation 
subject to a tax imposed by section 231 (a). 

. Supplement G, or Supplement Q) a surtax of 
21 % percent of the amount of the corporl'l.­
tion surtax net income in excess of $25,000. 

"' "(3) Other taxable years beginning be­
fore July 1, 1950: In the case of taxable years 

· (other than the calendar year 1950, to which 
paragraph (2) applies) beginning before July 
1, 1950, there shall be levied, collected, and 
paid for each taxable year upon the corpora­
tion surtax net income of every corporation 
(except a Western Hemisphere trade corpora­
tion as defined in section 109, and except a 
corporation subject to a tax imposed by sec­
tion 231 (a), Supplement G, or Supplement 
Q) a surtax as follows: 

"'"(A) Surtax net incomes not over $25,-
000: Upon corporation surtax net incomes 
not over $25,000, 6 percent of the amount 
thereof. 

"' "(B) Surtax net incomes over $25,000 
but not over $50,000: Upon corporation surtax 
net incomes over $25,000, but not over $50,-
000, $1,500 plus 22 percent of the amount of 
the corporation surtax net income over 
$25,000. 

". ' "(C) Surtax net incomes over $50,000: 
Upon corporation surtax net incomes over 
$50,000, 14 percent of the corporation surtax 
net income. 
.For computation of tax in case the taxable 
year ends after June 30, 1950, see section 
108 (f)." . .. 

Mr. REED of New York (interrupting 
the reading of the motion to recommit). 
Mr. Speaker, in order to save the time 
of tht:J House at this late hour, may I say 
that I have explained to the House the 
purpose of this motion to recommit and 
I think everybody understands it. 
Therefore, I ask unanimous consent that 
the further reading of the motion to re­
commit be dispensed with. 

Mr. EBERHARTER. Reserving the 
right to object, Mr. Speaker, I want to 
know if the motion has been technically 
drawn. 
· Mr. REED of New York. Yes, it is 
technically drawn, more so than your 
bill. 

The SPEAKER. Is there objection to 
the request of the gentleman from New 
York? 

There was no objection. 
Mr. COOPER. Mr. Speaker, I move 

the previous question on the motion to 
recommit. 

The previous question was ordered. 
The SPEAKER. The question is on 

the motion to recommit. 
Mr. REED of New York. Mr. Speaker, 

I demand the yeas and nays. 
· The yeas and nays were ordered . 

The question was taken; and there 
were-yeas 145, nays 252, answered 
~·present" 1, not voting 31, as follows: 

[Roll No. 290] 
YEAS-145 

Allen, Calif. Bennett, Mich. 
Allen, Ill. Bishop 
~nderson, Cal1f. Blackney 
Andresen, Boggs, Del. 

August H. Bolton, Ohio 
Angell Bramblett 

· Arends Brehm 
Auchincloss Brown, Ohio 
Barrett, Wyo. Byrnes, Wis. 
Bates, Mass. Case, N. J. 
Beall Case, S. Dak. 

Chiperfield 
Clevenger 
Cole, Kans. 
Cole, N. Y. 
Corbett 
Cotton 
Coudert 
Crawford 
Cunningham 
Curtis 

· Dague 
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Davis, Wis. · 
D 1Ewart 
Dolliver 
Dondero 
Ellsworth 
Elston 
Engel , Mich. 
Fellows 
Fenton 
Ford 
Fulton 
Gamble 
George 
G;olden 
Goodwin 
Graham 
Guill 
Gwinn 
Hale 
Hall, 

Leonard W. 
Halleck 
Hand 
Harden 
Harvey 
Heselton 
Hill 
Hinshaw 
Hoeven 
Hoffman, Ill. 
Holmes 
Hope 
Horan 
Jackson, Calif. 
James 
Jenison 
Jenkins 
Jensen 
Johnson 

Jonas 
Judd 
Kean 
Keating 
Kennedy 
Kilburn 
Kunkel 
Latham 
Lecompte 
LeFevre 
Lodge 
Lovre 
McConnell 
McCulloch 
McDonough 
McGregor 
Mack, Wash. 
Macy 
Martin, Iowa 
Martin, Mass. 
Mason 
Merrow 
Michener 
Miller, Md, 
Miller, Nebr. 
Morton 
Nelson 
Nicholson 
Norblad 
O'Hara, Minn. 
Patterson 
Pfeiffer, 

W1lliam L. 
Phillips, Calif. 
Plumley 
Potter 
Poulson 
Reed, Ill. 
Reed,N. Y. 

NAYS-252 

Rees 
Rich 
Riehlman 
Rogers, Mass. 
Sadlak 
St. George 
Sanborn 

·saylor 
Scott, Hardie 
Scott, 

HughD., Jr. 
Scrivner 
Scudder 
Shafer 
Short 
Simpson, Ill. 
Simpson, Pa. 
Smith, Kans. 
Smith, Wis. 
Stefan 
Stockman 
Taber 
Talle 
Taylor 
Tollefson 
Towe 
Velde 
Vorys 
Vursell 
Wadsworth 
Weichel 
Werdel 
Widnall 
Wigglesworth 
Wilson, Ind. 
Wolcott 
Wolverton 
Woodruff 

Abbitt DolUnger Jones, 
Abernethy Donohue Woodrow 
Addonizio Doughton Karst 
Albert Douglas · Karsten 
Allen, La. Doyle Kelly, N. Y. 
Andersen, Durham Keogh 

H. Carl Eberharter Kerr 
Andrews Elliott Kilday 
Aspinall Engle, Calif. King 
Bailey Evins Kirwan 
Barden Fallon Klein 
Baring Feighan Kruse 
Barrett, Pa. Fernandez Lane 
Battle Fisher Lanham 
Beckworth Flood Larcade 
Bennett, Fla. Fogarty Lind 
Bentsen Forand Linehan 
Biemlller Frazier Lucas 
Blatnik Fugate Lyle 
Boggs, La. Furcolo Lynch 
Bolling Garmatz McCarthy 
Bolton, Md. Gary McCormack 
Bosone Gathings McGrath 
:J3oykin Gilmer McKinnon 
Breen Gordon McMillan, S. C. 
Brooks Gore Mcsweeney 
Brown, Ga. Gorski Mack, Ill . . 
Bryson Gossett Madden 
Buchanan Granahan Magee 
Buckley, Ill. Granger Mahon 
Buckley, N. Y. Grant Mansfield 
Burdick Green Marcantonio 
Burke Gregory Marsalis 
Burleson Gross Marshall 
Burnside Hagen Miles 
Burton Hall, Miller, Calif. 
Byrne, N. Y. Edwin Arthur Mills 
Camp Hardy Mitchell 
Canfield . Hare Monroney 
Cannon Harris Morgan 
Carlyle Harrison Morris 
Carnahan Hart Moulder 
Carroll Havenner Multer 
Celler Hays, Ark. Murdock 
Chatham Hays, Ohio Murphy 
Chelf Hebert Murray, Tenn. 
Chesney Hedrick Murray, Wis. 
Christopher Heffernan Noland 
Chudoff Heller Norrell 
.Clemente Herlong Norton 
Colmer Hobbs O'Brien, Ill. 
Combs Holifield O'Brien, Mich. 
'Cooley Howell O'Hara, Ill. 
Cooper Huber O'Neill 
Crook Hull O'Sullivan 
Davis, Ga. Irving O'Toole 
bavis, Tenn. Jackson, Wash. Pace 
Dawson Jacobs Passman 
Deane Javits Patten 
DeGraffenried Jones, Ala. Perkins 
Delaney Jones, Mo. Peterson 
Denton Jones, Phillips, Tenn, 
Dingell Hamilton, C. Pickett 

XCVI--1017 

Poage 
Polk 
Powell 
Preston 
Price 
Priest 
Quinn 
Rabaut 
Rains 
Ramsay 
Rankin 
Redden 
Regan 
Rhodes 
Ribicoff 
Richards 
Rivers 
Robeson 
Rodino 
Rogers, Fla. 
Rooney 
Saba th 
Sadowski 

Sasscer 
Secrest 
Shelley 
Sheppard 
Sikes 
Sims 
Smathers 
Smith, Va. 
Spence · 
Staggers 
Stanley 
Steed 
Stigler 
Sullivan 
Sutton 
Tackett 
Tauriello 
Teague 
Thomas 
Thompson 
Thornberry 
Trimble 
Underwood 

Vinson 
Wagner 
Walsh 
Walter 
Welch 
Wheeler 
White, Calif. 
Whittington 
Wickersham 
Wier 
Williams 
Willis . 
Wilson, Okla. 
Wilson, Tex. 
Winstead 
Withrow 
Wood 
Woodhouse 
Yates 
Young 
Zablocki 

ANSWERED "PRESENT"-1 

Cox 

NOT VOTING-31 

Bates, Ky. Jennings 
Bonner Kearney 
Cavalcante Kearns 
Crosser Kee 
Davenport Keefe 
Davies, N. Y. Kelley, Pa. 
Eaton Lichtenwalter 
Gavin McGuire 
Gillette McMillen, Ill. 
Herter Morrison 
Hoffman, Mich. O'Konski 

Patman 
Pfeifer 

Joseph L. 
Philbin 
Roosevelt 
Smith, Ohio 
Van Zandt 
Whitaker 
White, Idaho 
Whitten 

So the motion to recommit was 
rejected. 

The Clerk announced the following 
pairs: 

On this vote: 
Mr. Herter for, with Mr. Cox against. 
Mr. Kearns for, with Mr. Roosevelt against. 
Mr. Hoffman of Michigan for, with Mr. 

Bonner against. 
Mr. Smith of Ohio for, wi~h Mr. Morrison 

against. 
Mr. Lichtenwalter for, with Mr. Whitaker 

against. 
Mr. G11lette for, with Mr. McGuire against. 
Mr. Gavih for, with Mr. Kelly of Penn­

sylvania against. 
Mr. Eaton for, with Mr. Crosser against. 
Mr. McMillen of Illinois for, with Mr. Phil-

bin against. 

Until further notice: 
Mr. Whitten with Mr. Keefe. 
Mr. Bates of Kentucky with Mr. O'Konskl. 
Mr. Patman with Mr. Van Zandt. 
Mr. Kee with Mr. Jennings. 
Mr. Joseph L. Pfeifer with Mr. Kearney. 

Mr. COX. Mr. Speaker, I have a live 
pair with the gentleman from Massa­
chusetts, Mr. HERTER. If he were pres­
ent he would have voted "yea." I voted 
"nay." I withdraw my vote and vote 
"present." 

The result of the vote was announced 
as above recorded. 

The SPEAKER. The question is on 
the passage of the bill. 

Mr. DOUGHTON. Mr. Speaker, I de­
mand the yeas and nays. 

The yeas and nays were ordered. 
The question was taken; and there 

were-yeas 378, nays 20, not voting 31, 
as follows: 

Abbitt 
Abernethy 
.Addonizio 
Albert 
Allen, Calif. 
Allen, Ill. 
Allen, La. 

[Roll No. 291] 

YEAB-378 
Andersen, 

H . Carl· 
Andresen, . 

AugustH. 
Andrews 
Angell 
Arends · 

Aspinall 
Auchincloss 
Bailey 
Barden 
Baring 
Barrett, Pa. 
Barrett, Wyo. 

Bates, Mass. 
Battle 
Beall 
Beckwortb 
Bennett, Fla. 
Bennett, Mich. 
Bentsen 
Biemiller 
Bishop 
Blackney 
Blatnik 
Boggs, Del. 
Boggs, La. 
Bolling 
Bolton, Md. 
Bolton, Ohio 
Bosone 
Boykin 
Bramblett 
Breen 
Brehm 
Brooks 
Brown, Ga. 
Brown, Ohio 
Bryson 
Buchanan 
Buckley, Ill. 
Buckley, N. Y. 
Burdick 
Burke 
Burleson 
Burnside 
Burton 
Byrne, N. Y. 
Camp 
Canfield 
Cannon 
Carlyle 
Carnahan 
Carroll 
Case, N. J. 
Case, S. Dak. 
Celler 
Chatham 
Chelf 
Chesney 
Chiperfield 
Christopher 
Chudoff 
Clemente 
Cole, Kans. 
Cole, N. Y. 
Colmer 
Combs 
Cooley 
Cooper 
Corbett 
Cotton 
Coudert 
Cox 
Crook 
Cunningham 
Curtis 
Dague 
Davis, Ga. 
Davis, Tenn. 
Davis, Wis. 
Dawson 
Deane 
DeGraffenried 
Delaney 
Denton 
D'Ewart 
Dingell 
Dollinger 
Dol11ver 
Dondero 
Donohue 
·Doughton 
Douglas 
Doyle 
Durham 
Eberharter 
Elliott 
Ellsworth 
Elston 
Engel, Mich. 
Engle, Calif. 
Evins 
Fallon 
Feighan 
Fellows 
Fenton 
Fernandez 

·Fisher 
Flood 
Fogarty 
Forand 
Ford 
Frazier 
Fugate 
Fulton 
Furcolo 
Gamble 
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Garmatz McConnell 
Gary McCormack 
Gathings McCulloch 
George McDonough 
Gilmer McGrath 
Golden McGregor 
Goodwin McKinnon 
Gordon McMillan, S . C. 
Gore Mcsweeney 
Gorski Mack, Ill. 
Gossett Mack, Wash. 
Graham Macy 
Granahan Madden 
Granger Magee 
Grant Mahon 
Green Mansfield 
Gregory Marcantonio 
Gross Marsalis 
Guill Marshall 
Gwinn Martin, Iowa 
Hagen Martin, Mass. 
Hale Merrow 
Hall, Michener 

Edwin Arthur Miles 
Hall, Miller, Calif. 

Leonard W. Miller, Md. 
Halleck M1ller, Nebr. 
Hand Mills 
Harden Mitchell 
Hardy Monroney 
Hare Morgan 
Harris Morris 
Harrison Morton 
Hart Moulder 
Harvey Multer 
Havenner Murdock 
Hays, Ark. Murphy 
Hays, Ohio Murray, Tenn. 
Hebert Murray, Wis. 
Hedrick Nelson 
Heffernan Nicholson 
Heller Noland 
Herlong Norblad 
Heselton Norrell 
Hill Norton 
Hinshaw O'Brien, Ill. 
Hobbs O'Brien, Mich. 
Hoeven O'Hara, Ill. 
Hoffman, Ill. O'Neill 
Holifield O'Sull1van 
Holmes O'Toole 
Hope Pace 
Horan Passman 
Howell Patten 
Huber Patterson 
Hull Perkins 
Irving Peterson 
Jackson, Calif. Pfeiffer, 
Jackson, Wash. William L. 
Jacobs Phillips, Tenn. 
James Pickett 
Javits Poage 
Jenison Polk 
Jenkins Potter 
Johnson Poulson 
Jonas Preston 
Jones, Ala. Price 
Jones, Mo. Priest 
Jones, · Quinn 

Hamilton C. Rabaut 
Jones, Rains 

Woodrow W. Ramsay 
Judd . Rankin 
Karst Redden 
Karsten Rees 
Kean Regan 
Kearney Rhodes 
Keating Ribicoff 
Kelly, N. Y. Richards 
Kennedy Riehlman 
Keogh Rivers 
Kerr Robeson 
Kilburn Rodino 
Kilday Rogers, Fla. 
King Rogers, Mass. 
Kirwan Rooney 
Klein Saba th 
Kruse Sadlak 
Kunkel Sadowski 
Lane St. George 
Lanham Sanborn 
Larcade Sasscer 
Latham Saylor 
Lecompte Scott, Hardie 
LeFevre Scott, 
Lichtenwalter Hugh D., Jr. 
Lind Scrivner 
Linehan Scudder 
Lodge Secrest 
Lovre Shelley 
Lucas Sheppard 
Lyle Short 
Lynch Sikes 
McCarthy Simpson, D1. 
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Sims 
Smathers 
Smith, Va. 
Spence 
Staggers 
Stanley 
Steed 
Stefan 
Stigler 
Sullivan 
Sutton 
Tackett 
Talle 
Tauriello 
Taylor 
Teague 
Thomas 
Thompson 

Thornberry 
Tollefson 
Towe 
Trimble 
Underwood 
Velde 
Vinson 
Vorys 
Vursell 
Wagner 
Walsh 
Walter 
Weichel 
·Welch 
Werdel 
Wheeler 
White, Calif. 
Whittington 

NAYS-:-20 
Anderson, Calif. Plumley 
Byrnes, Wis. Reed, Ill. 
Clevenger Reed, N. Y. 
Crawford Rich 
Jensen Sh~fer 
Mason Simpson, Pa. 
Phillips, Calif. Smith, Kans. 

Wickersham 
Widnall 
Wier 
Wigglesworth 
Williams 
Willis 
Wilson, Okla. 
Wilson, Tex. 
Winstead 
Withrow 
Wolcott 
Wolverton 
Wood 
Woodhouse 
Yates 
Young 
Zablocki 

Smith, Wis. 
Stockman 
Taber 
Wadsworth 

·Wilson, Ind. 
Woodruff 

NOT VOTING-:-31 
Bates, Ky. Jennings 
Bonner · Kearns 
Cavalcante Kee 
Crosser Keefe 
Davenport Kelley, Pa. 
Davies, N. Y. McGuire 
Eaton McMillen, Ill. 
Gavin Morrison 
Gillette · O'Hara, Minn. 
Herter O'Konski 
Hoffman, Mich. Patman 

So the bill was passed. 
The Clerk announced 

pairs: 
On this vote: 

Pfeifer, 
Joseph L. 

Philbin 
Powell 
Roosevelt 
Smith, Ohio 
Van Zandt 
Whitaker 
White, Idaho 
Whitten 

the following 

Mr. Herter for, with Mr. Hoffman of Mich­
igan against. 

Mr. Kearns for, with Mr. Smith of Ohio 
against .. 

Until further notice: 
Mr. Roosevelt with Mr. Eaton. 
Mr. Morrison with Mr. Gavin. 
Mr. Bonner with Mr. Gillette. 
Mr. Whitaker .with Mr. Jennings. 
Mr. Whitten with Mr. Van Zandt. 

· Mr. McGuire with Mr. O'Konski. 
Mr. Kelley of Pennsylvania with Mr. Mc­

Millen of Illinois. 
Mr. Crosser with Mr. Keefe. 

The result of the vote was announced 
as above recorded. 

A motion to reconsider was laid on 
the table . . 
GENERAL LEAVE TO EXTEND REMARKS 

ON TAX BILL · 

Mr. DOUGHTON. Mr. Speaker, I ask 
unanimous consent that all Members 
may have five legislative days in which 
to extend their remarks on the bill just 
passed. 

The SPEAKER. Is there objection to 
the request of the gentleman from North 
Carolina? 

There was no objection. 
GRANTING PRIVILEGE OF BECOMING 

NATURALIZED CITIZENS OF THE 
UNITED STATES 

Mr. SABATH, from the Committee on 
Rules, reported the following privileged 
resolution <H. Res. 874, Rept. No. 3149), 
which was referred to the House Cal­
endar and ordered to be printed: 

Resolved, That immediately upon the 
adoption of this resolution it shall be in 
order to move that the House resolve itself 
1nto1the Committee of the Whole House on 
the S'tate of the Union for the consideration 
of the bill (H. R. 9780) providing the priv­
ilege of becoming a naturalized citizen of 
the United States to all aliens having a legal 

r ight to permanent residence. That after 
general debate which shall be confined to 
the bill and continue not to exceed 1 hour, 
to be equally divided and controlled by the 
chairman and ranking minority member of 
the Committee on the Judiciary, the bill 
shall be read for amendment under the 5-
minute rule. At the conclusion of the con­
sideration of the bill for amendment, the 
Committee shall rise and report the bill to 
the House with such amendments as may 
have been adopted and the previous question 
shall be considered as ordered on the bill 
and amendments thereto to final passage 
without intervening motion except one mo­
tion to recommit. 

MEMBERS OF CONGRESS TO ATTEND 
COMMONWEALTH ASSOCIATION IN 
AUSTRALIA AND NEW ZEALAND 

Mr. RICHARDS. Mr. Speaker, I a·sk 
unanimous consent for the immediate 
consideration of Senate Concurrent Res­
olution 105. 

The Clerk read the Senate concurrent 
resolution, as follows: 

Resolved by the Senate (the House of Rep­
resentatives concurring), That the Vice Presi­
dent and the Speaker of the House of Rep­
resentatives are authorized to appoint four 
Members of the Senate and four Members of 
the House of Representatives, respectively, 
to attend the next general meeting of the 
Commonwealth Parliamentary Association to 
be held in Australia or New Zealand and to 
designate the chairmen of the delegations 
from each of the Houses to be present at such 
meeting. The expenses incurred by the 
members of the delegations and staff ap­
pointed for the purpose of carrying out this 
concurrent resolution shall not exceed $10,-
000 for each of the delegations and shall be 
reimbursed to them from the contingent 
fund of the House of which they are Mem­
bers, upon submission of vouchers approved 
l:y the chairman of the delegation of which 
they are members. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
South Carolina? 

Mr. MARTIN of Massachusetts. Mr. 
Speaker, reserving the right to object, 
and I am not going to object, I under­
stand this resolution has already 

0

been 
passed by the Senate and must be passed 
by the House at the earliest possible 
moment? 

Mr. RICHARDS. That is correct. 
The SPEAKER. Is there objection 

to the request of the gentleman from 
South Carolina? 

There was no objection. 
The Senate concurrent resolution was 

agreed to. 
A motion to reconsider was laid on the 

table. 
The SPEAKER. Under previous order 

of the House, the gentleman from Illinois 
[Mr. VELDE] is recognized for 30 minutes. 
INDICTMENT OF STEVE NELSON, DR. 

JOSEPH W. WEIN~ERG, ET AL. 

Mr. VELDE. Mr. Speaker, last Thurs­
day, November 30, I made the statement 
that I was going to ask for time this 
week to give in detail points concerning 
Steve Nelson and Dr. Joseph w. Wein­
berg, commonly known as Scientist X. 
These two men were among those cited 
by the House of · Representatives last 
August 10, 1950, for refusal to answer 
questions by the House Un-American 
Activities Committee. There was an 
overwhelming vote at that time by the 
House favoring such action. Out· of the 

56 persons cited, 17 have now been in­
dicted for contempt of Congress by grand 
juries. 

Yesterday I received a piece of very 
gratifying news. On Monday morning 
Steve Nelson was indicted by a grand 
jury, along with four others, Irving 
David Fox, Giovanni Rossi Lomanitz,. 
David Bohm, and Marcel Scherer. I 
want to congratulate the members of 
the grand jury on this action. .I also 
want to congratulate United States At­
torney Fay for his expeditious handling 
of these indictments. I hope and urge 
that Attorney Fay and his staff will be 
just as prompt in prosecuting these cases 
as he was in · bringing them before the 
grand jury. 

I rejoice i:nore over the news concern­
ing Steve Nelson, because to me he ap­
pears probably the most dangerous or­
ganizer the Soviet Union has ever trained 
and placed in this country. Steve Nel­
son has roamed this land, comparatively 
unm0lested, and preached his Godless 
gospel to workers in all types of .factories 
and plants, labor union groups, groups of 
young and impressionable students as 
well as teachers in schools and univer­
sities. In general he has managed to 
insinuate himself into almost every seg­
ment of our population's economy, as 
well as thought. No one man has been 
given more free rein in spreading the 
vicious propaganda designed to enslave 
our people by Soviet Russia. Steve Nel­
son has used our country in many ways, 
and has been protected by wealthy and 
influential friends, even managing to in­
fluence certain Members of Congress. 
There is no doubt about it, he is a master 
organizer and a very willing tool of Joe 
Stalin. I rejoice that he has finally been 
brought to heel, and will be happy to see 
the day his power is destroyed, and he 
will no longer be able to influence any 
part of our American people in their 
thinking. His case brings to my mind 
a quotation often heard: 

The mills of God grind slowly, yet they 
grind exceeding small. 

I would like to refer you to two reports 
published by the House Un-American Ac­
tivities Committee, entitled "Hearings 
Regarding Steve Nelson, Including Fore­
word," dated June 8, 1949, and "Report 
on Atomic Espionage <Nelson-Weinberg­
Hiskey-Adams Cases), dated September 
29,' 1949." A careful reading of just these 
two reports should convince any doubt­
ing Thomases. among you that Steve Nel­
son and others of his ilk are no idle 
threat to America. For those who do not 
care to obtain these reports, I might re­
f er you to the August 9 issue of the CON­
GRESSIONAL RECORD of this past session, 
where I was able to have placed a fund of 
information on Steve Nelson and others. 

Now, taking up the case of Dr. Joseph 
W. Weinberg, or Scientist X. This case 
is one of which I have personal knowl­
edge. I was assigned during the war 
years to the .Berkeley, Calif., territory 
as an FBI agent. Dr. Weinberg was at­
tached to the teaching staff of the Uni­
versity of California in Berkeley, Calif., 
as a research PhY,sicist, working, by the 
way, on part of the formula connected 
with the atomic bomb, and his activities 
drew the attention of the FBI, along with 
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a group of other research physicists. 

·Scientist X was, of course, tied in with 
the cctivities of Steve Nelson, being used 
by him to get information for Russia 
concerning the work on the atomic bomb. 

Mr. Speaker, at this point I ask unani­
mous consent to insert excerpts from a 
report of the Committee on Un-Ameri­
can Activities entitled "Report on Atomic 
Espionage-Nelson-Weinberg and His­
key-Adams Cases.'' 

The SPEAKER. Is there objection to 
the request of the gentleman from Illi­
nois? 

There was no objection. 
The excerpts are as follows: 

REPORT ON ATOMIC ESPIONAGE 
(Nelson-Weinberg and Hiskey-Adams cases) 

SCIENTIST X CASE 
This case deals with the activities of that 

branch of the Communist espionage appara­
tus which operated on the Pacific coast, par-

-As a result of the surveillance that was 
being kept on ~elson, the meeting between 
Nelson and Ivanov was found to take- place 
in the middle of an open park on the St. 
Francis Hospital grounds in San Francisco. 
At this meeting, Nelson transferred an en­
velope or package to Ivanov. A few days 
after this meeting between Nelson and 
Ivanov, on the St. Francis Hospital grounds, 
the third secretary of the Russian Embassy 
in Washington, a man by the name of Zu­
bilin came to the Soviet consulate in San 
Francisco. Shortly after his arrival, Zubilin 
met Nelson in Nelson's home and at this 
meeting paid Nelson 10 bills of unknown 
denominations. · 

When Nelson testified before the commit­
tee in September 1948, he refused to answer 
all pertinent questions on the ground that 
his answers would tend to incriminate him. 

.During this interrogation, he was asked 
whether he was acquainted with Vassili Zu­
bilin', of the Soviet Embassy, and refused to 
answer on the ground that to do so might 
incriminate him. • 

ticularly within the radiation laboratory of EXTRACTS FROM INTELLIGENCE REPORTS-::-
the University of California at Berkeley SCIENTIST x CASE 
which was engaged in certain activities in During the course of the committee's in-
connection with the development of the vestigation of the . Scientist X case, certain 
atomic bomb. This case, in the past, has information contained in reports made by 
been identified by the committee as the intelligence agents was obtained by the 
Scientist X case. The committee, as a re- committee. An extract from one of these 
suit of an investigation pursued this year. reports reads as follows: · 
has received testimony identifying the scien- "A very reliable and highly confidential 
tist involved in this case as Joseph Woodrow informant advised· that certain instructions 
Weinberg .. - had been given by Steve Nelson, who was at 

Previ0us reports regarding the Scientist X .the time a member of- the national com­
case have identifl.ed Steve Mesarosh, alias mittee of the Communist Party of the United 

· -Louis Evans, alias Steve Nelson, as the States, to the scientist identified herein as 
Communist espionage agent who was engaged Joseph W. Weinberg, a research physicist 
in securing information regarding the de- connected with the atomic ·bomb at the Uni-

- velopment of the atomic bomb ~ fro~ Solen- versity of California, at Berkeley, Calif. The 
tist X. _instructions were that Weinberg should fur-

Under the guidance of Steve Nelson, in.- nish Nelson witn information concerning the 
filtration of the radiation laboratory aC'- atomic bomb project so that Nelson could, 
tually began in other ways. A cell was in turn, deliver it to the proper officials of 
developed within the laboratory consisting the Soviet Government. Nelson advised 
of five or six young physicists. The existence Weinberg to furnish him any information 
of the cell has been established in sworn which he might obtain from trustworthy 
testimony before this committee. According . Communists working on the atomic project; 
to a sworn statement by a witness, Giovanni he, Nelson, being of the belief that collect­
Rossi Lomanitz was the principal Communist 1vely the Communist scientists working on 
Party organizer. The records of this com- the project could assemble all the in!orma.­
mittee also reflect that David Bohm, pres· tion regarding the manufacture of the atomic 
ently a professor of physics at Princeton bomb. Nelson told Weillberg that all Com­
University, was also a member of this cell. munists engaged on the atomic-bomb project 
Upon two occasions both Giovanni Rossi should destroy their Communist Party mem­
Lomanitz and David Bohm declined to ari· · bership books, refrain from using liquor, and 
swer questions regarding their respective use every precaution regarding their espio-
membership& in this cell up_on the ground nage activities." 
th.at to do so might tend to incriminate At the time of this meeting, according to 
them. an extract from an intelligence report, Wein-

The details of the meeting between Nelson berg furnished Nelson with information re-
and Scientist X are set forth as follows: garding the experiments which had been 

Late one night in March· 1943, a scientist conducted in connection with the develop-
at the University of California, who identl- ment of the atomic bomb at the radiation 
fled himself as "Joe" went to the home of laboratories of the University of California. 
Steve Nelson, after having made arrange- The information fu.rnished Nelson by Wein­
ments earlier in the evening with Steve Nel- berg wa~ taken down in the form o·t notes 
son's wife to meet Nelson at Nelson's home. by Nelson. · 
When Joe arrived at Nelson's home, Nelson An extract from a report filed with the 
was not present but arrived at about 1 :30 · committee states that Weinberg, while em­
on the morning of the following day. Upon ployed on the atomic bomb project, had as 
his arrival at his home, Nelson greeted Joe his closest associates Giovanni Rossi Loman­
and the latter told him that he had some in- itz, David Joseph Bohm, Max Bernard F'ried­
formation that he thought Nelson could use. man, and Irving David Fox, all of whom have 
Joe then furnished highly confidential infor- refused to answer questions propounded by 
mation regarding the experiments conducted the committee regarding Communist Party 
at the radiation laboratories of the Uni- activities and associations on the ground of 
versity of California at Berkeley. At the self-incrimination. 
time this occurred, the radiation labo'ratories Regarding the identity of the sc~entist as 
at Berkeley were engaged in vital worlt in the person who furnished information con­
the development of the atomic bomb. cerning the atomic bomb to 'Steve Nelson in 

Several days after Nelson had been con- March of 1943, the following is an extract 
tacted by Joe, Nelson contacted the Soviet fr0m testimony given to the committee dur­
consulate in San Francisco and arranged to ing the month of August 1949 by James Ster­
meet Peter Ivanov, the Soviet vice consul. ling Murray, presently assistant to the presi­
at some place where they could not be ob- · dent of the Lindsay Light & Chemical Ca., 
served. Ivanov suggested that he and Nel- . West Chicago, Ill., and formerly bfllcer in 
son meet at the "usual place." charge of · security and rntelligeilce in the 

San Francisco, Calif., area for the.Manhattan 
Engineering District, whi~h was the division 
of th~ United States Army charged with the 
development and production of the atomic 
bomb: 

"Mr. MURRAY. A highly confidential infor­
mant informed our office that an unidentified 
scientist at the radiation laboratories had 
disclosed certain secret information about 
the Manhattan engineering project to a 
merrber of the Communist Party in San 
Francisco, and this confidential informant 
went on to say that such information was 
transmitted to tl).e Russian consulate in San 
Francisco and later was on its way to Wash­
ington, D. C .• and later out of the country in 
a diplomatic pouch. This was the only alle­
gation we had to begin with, but through 
information which the confidential infor­
mant was able to supply us on the back­
ground of the particular scientist, we finally 
narrowed it down and definitely fixed the 
scientist as Weinberg." 

In addition to the identification mentioned 
above, it should be pointed out that a num­
ber of persons who were engaged in the in­
vestigation of the Scientist X case have been 
interrogated by the committee, and/ or its 
staif, and the identification made by Witness 
Murray has been concurred in by these other 
persons. 

On Tuesday, April 26, 1949, Steve Nelson 
was again a witness before the Committee on 
Un-American Activities. On this occasion, 
Joseph W. Weinberg was brought face to face 
with Steve Nelson, and when Steve Nelson 
was asked the question as to whether he was 
acquainted with Weinberg, he refused to an­
swer on the ground that to answer might 
tend to incriminate him. 

U1 on two occasions, Joseph W: Weinberg, 
in appearances before the committee, spe­
cifically denied having furnished any infor­
mation regarcjing the atomic bomb to Steve 
Nelson. This is in direct contradiction to 
the testimony of James Sterling Murray and 
other witnesses who have appeared before 
the committee: 

The committee, during . its investigation, 
devoted a great deal of time toward estab­
lishing the true facts regarding a meeting 
which was held in , the home of Joseph 
Weinberg in Berkeley, Calif., in August 1943. 
According to information furnished by wit­
nesses before the committee, this meeting 
was attended by Bernadette Doyle, who was 
secretary to Steve Nelson during the period 
he was the Communist Party organizer for 
Alameda County, Calif.; Steve Nelson; Gio­
vanni Rossi Lomanitz; Irving David Fox; 
David Bohm; and Ken Max Manfred, form­
erly known as Max Bernard Friedman. As 
will be shown, Joseph Weinberg was present 
in his apartment in Berkeley, Calif., at the 
time tnis meeting was held. All of the per­
sons ,mentioned as attendants at this meet­
ing were employed by the Radiation Labora­
tory of the University of California, at Berke­
ley, with the exception of Bernadette Doyle 
and Steve Nelson. All .of these persons were 
reported, during the course of the commit­
tee's investigation, as being members of the 
Communist Party. 

All of the persons mentioned as having at­
tended the meeting in the home of Joseph 
Weinberg in August 1943 were · subpenaed 
as witnesses before the committee, with the 
exception of Bernadette Doyle. Witnesses 
Lomanitz, Nelson, Fox, Bohm, and Manfred 
declined to answer questions regarding this 
meeting upon the ground that to do so might 
tend to incriminate them. Joseph W. Wein­
berg was questioned regarding this meeting 
upon two occasions by the committee, and 
denied that such a m~eting had ev~r been 
held in his home, and further denied that 
he knew or had ever been acquainted with 
Steve Nelson and Bernadette Doyle. , 

Altogether Joseph Weinberg has appeared 
before the committee upon three occasion~. 
and pertinent extracts of the testimo~y given 
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by him upon these appearances befor~ the 
committee are being set forth as follows: 

"QUESTION. I show you a photograph of an 
individual and ask if you have ever seen 
this pers<m. 

"Mr. WEINBERG. No; I have not seen him 
before. 

"QUESTION. Mr. Chairman, I have shown 
the witness a picture of an individual known 
as St eve Nelson. 

"Have you ever known this person under 
any name other than Steve Nelson? 

"Mr. WEINBERG. So far as I can recollect, 
no. 

"QUESTION. Mr. Weinberg, are you certain 
you have never seen this individual whose 
picture I have shown you [showing photo­
graph to Mr. Weinberg]? 

"Mr. WEINBERG. Within reason, I am. 
"QUESTION. I have shown the witne!?S a 

picture and he said he is reasonably certain 
he has never seen Steve Nelson. I am sure 
the witness is aware of the penalties of per­
jury. I am sure his counsel has advised him 
of the penalties of perjury before a com­
mittee of Congress. 

"You are now viewing two pictures of 
Steve Nelson. That is not Mr. Nelson's real 
name. He is known under various names, 
but I ask you if you have ever seen that in­
dividual, if you ever saw him in the years 
1942, 1943, 1944, or 1945. 
, "Mr. WEINBERG. So far as I know now I 
have never seen him. I don't think it is nec­
essary to call your attention to the fact that 
you ask me about events that happened 5 

f years ago and that I have a very large circle 
of very casual acquaintances. Within those 
reasonable limits I would say I have not seen 
him. 

"QUESTION. You have never seen that in­
dividual? 

"Mr. WEINBERG. So far as I am aware. 
"Mr. TAVENNER. Now, I believe you met 

Steve Nelson in Washington on April 26, 1949. 
Did you meet him prior to that time or had 
you met him prior to that time? 

"Mr. WEINBERG. No. 
"Mr; TAVENNER. Now, let me ask you if on 

or about the 17th day ·of August 1943 Steve 
Nelson came to your home at the address 
which you have just given, in Berkeley, 
Calif.? 

' iMr. WEINBERG. I remember no such occa­
sion. 

"Mr. TAVENNER. Do I understancl that you 
merely do not recollect or that you deny that 
he came there to visit you and that you saw 
him there? . 

"Mr. WEINBERG. The situation was more or 
less this, and perhaps I should take a moment 
to explain. At this time I had a very wide · 
circle of acquaintances there. There were 
many people who dropped into my house. 
There were many students who brought 
friends and introduced them and who 
promptly walked out of my life thereafter. 
I exempt such possibilities when I say I do 
not recollect the occasion. That is, I would 
not be prepared to state emphatically and 
with absolute certainty that no such person 
ever dropped into niy house. I would cer­
tainly be prepared to state emphatically that 
I had· nothing significant to do with him at 
the time. 

"Mr. TAVENNER. Do you know Bernadette 
Doyfe? 

"Mr. WEINBERG. No; I do not. 
"Mr. TAVENNER. Is it not a fact that on the 

17th day of August 1943 Steve Nelson and 
Bernadette Doyle visited you ·at your house? 

"Mr. WEINBERG. I certainly don't remember 
any such visit. Or at least I don't remember 
the occasion. . . · . 

"Mr. TAVENNER. I did not get tl:.le last, 
answer. 

"Mr. WEINBERG. I have no specific memory 
of such a vist't or that it mattered or that a 
person by the name of Doyle was ever intro­
duced to me. 

"Mr. NIXON. Mr. Chairman, the witness has 
~alified several answers of late that he does 

not remember a visit that 'mattered,' and I 
think the record Ehould be clear that that 
is not responsive to the question. Whether 
the visit mattered or not is not the point. 
It is whether or not these people visited him. 

"Mr. WEINBERG. Well, then, sir, to the best 
of my ability, I would answer the question 
with a qualification that I . do not remember 
such a visit, in the interests of saying strictly 
what I am qualified to say. 

"Mr. WALTER. In other words, the visit made 
no impression? 

"Mr. HARRISON. Nothing happened that 
would have made any impression on your 
mind? 

"Mr. WEINBERG. That's correct. That was 
the intent of my remark that i.t did not mat­
ter. 

"Mr. TAVENNER. Was there another occasion 
in 1943 on which Bernadette Doyle met you 
at the front door of your house and at which 
time you had a short conversation with her? 

"Mr. WEINBERG. I remember no such occa­
sion. 

"Mr. TAVENNER. You still state that you 
have never met Bernadette Doyle? 

"Mr. WEINBERG. Not to my knowledge. . 
"Mr. TAVENNER. Do you know now where 

Bernadette Doyle lived? 
"Mr. WEINBERG. No; I do not. 
"Mr. TAVENNER. Have you ever been to her 

house? 
"Mr. WEINBERG. No. 
"Mr. TAvE:7NER. Did you ever attend any of 

the meeti:lgs of the Young Communist 
League? 

"Mr. WEINBERG. No. 
"Mr. NIXON. would you remember if Mr. 

Nelson had come to your house and spent 
an hour or so alone with you? 

"Mr. WEINBERG. I think if Nelson had come 
to my house and introduced himself as some 
sort of high-ranking Communist and spoke 
to me for any length of time "I would remem­
ber that occasion. 

"Mr. CASE. Was that where you met Steve 
Nelson? 

"Mr. WEINBERG. I certainly don't remember 
meeting Steve Nelson at that meeting or 
any other meeting." 

Upon one occasion when Joseph Weinberg 
appeared before the committee, he was 
brought face to face with Steve Nelson, and 
the following is an extract from the testi­
mony relating to a confrontation between 
Nelson and Weinberg upon this occasion: 

"Mr. RussELL. Mr. Nelson, will you stand, 
please? Mr. Weinberg, wl.11 you face Mr. 
Nelson, the gentleman in back of you? 

"Mr. Nelson, I ask you whether you are ac;­
quainted with this . individual, Mr. Joseph 
Weinberg? 

"Mr. NELSON. I refuse to answer that ques­
tion on the ground that it may tend to in., 
criminate me. 

"Mr. RussELL. Mr. Weinberg, I ask you 
whether or not you are acquainted with Mr. 
Nelson, the gentleman facing you? 

"Mr. WEINBERG. My only recollection of 
Mr, Nelson is a picture I have seen in the. 
papers. 

"Mr. RussELL. Are you acquainted with 
him? 

Mr. WEINBERG. I am ·not 'acquainted with 
him. 

"Mr. RussELL. Have you ever met Mr. Nel· 
son? 

"Mr. WEINBERG. I do not recall ever meet­
ing Mr. Nelson. I do not beiieve I have ever 
met him." 

With reference to the associations of Jo­
seph w: Weinberg, Steve Nelson, and Ber­
nadette Doyle, the following extracts from 
testimony presented - ~o .the committee by 
several witnesses on thii; point are being set 
forth herein.. This testimony is in di_rect 
conflict with that of Joseph W, Weinberg . . 

"Mr. VELDE. You are satisfied that Dr. Jo ... 
seph w. Weinberg was employed by the Uni­
versity of California in January 1943 and 
that he was -engaged in work on the Manhat­
tan project at that time? 

"Mr. MURRAY. Yes. We were satisfied he 
was actively engaged in work on the. project. .• .. • 

~'Mr. MURRAY. On August 12, 1943, we were 
conducting physical surveillance of Joseph 
W. Weinberg, and at approximately 5 o'clock 
in the afternoon a highly confidential in­
formant advised us that there was to be 
some type of a meeting at Weinberg's home 
that evening, at which Steve Nelson and 
Bernadette Doyle would be present. I im· 
mediately instituted surveillance of the en­
tire area by the agents assigned to our office, 
to watch the visitors in the Weinberg home, 
and I myself stationed myself next door to 
the Weinberg home. I believe it was located 
on Blake Street in Berkeley, Calif. 

"At approximately 9 o'clock I observed ·a 
man known to me to be Steve Nelson,' and a 
woman known to me to be Bernadette Doyle, 
approach the Weinberg home and enter 
therein. After their entry into the Weinberg 
home, I, in the company of Agents Harold 
Zindle and George Rathman, went to the 
roof of the apartment house which was im­
mediately next door to the Weinberg home, 
and from an observation post on the roof I 
was able to look into the second-story apart­
ment of Weinberg. 

"I noted Weinberg, Steve Nelson, and Ber­
nadette Doyle, in company with at least five 
other members, some of whom were employed 
by the Radiation Laboratory, seated around 
a table in the dining room of the Weinberg . 
apartment. 

"At approximately 9 :20 p. m. Weinberg 
came to the window and attempted to adjust · 
the window, it . being a very hot and sticky 
night. He had some difficulty in raising the 
window, or lowering it, or something, and 
Steve Nelson came over to help him, at which 
time I was able to get a good look and 
identify him. 

"Mr. VELDE. Just a minute, if you please: 
Do you have a picture of Weinberg? I think 
at this point possibly you had better have 
him identify it. 

"Mr. APPELL. We have a newspaper picture. 
"Mr. RussELL. While Nelson and Weinberg 

were at the window, did you observe whether 
or not any conversation took place between 
the two illdividuals? 

"Mr. MURRAY. I did observe some conver­
sation, but I think it only had to do with 
the window adjustment at that point. I ob­
served them sitting around the table, at 
which time the conversation appeared to be 
very serious. · · 

"Mr. RUSSELL. Do you recall the other per­
sons around the table in Weinberg's apart­
_ment at this meeting you are describing? 

"Mr. MURRAY. I . don't recall all. I know 
Giovanni Rossi Lomanitz, David Bohm, Irving 
David Fox, Max Friedman. I know Max 
Friedman was there, but for a very short 
time. He was the first one to leave. 

"Mr. RussELL. What other agents of the 
Manhattan Engineering District accompanied 
you on the occasion of this surveillance? 

"Mr. MURRAY. Special Agents Harold Zindle 
and George ·Rathman. 

"Mr: RUSSELL. Will you spell Rathman, 
please? · · · 

·"Mr. MURRAY. R-a-t-h-m-a-n. 
"Mr. RussELL. These two agents were also 

assigned to the Manhattan Engineering Dis­
trict, were they not? . 

"Mr. MURRAY. Yes; they were. I was their 
immediate superior. 

"Mr. RussELL. Did you maintain a surveil­
lance of the Weinberg apartment? 

"Mr. MURRAY. Yes; 'We did. I believe the 
meeting broke up at about 10: 15 p. m., at 
which · time we saw a general shaking of 
hands and a general showing of disposition 
to leave, at which time I ran down to the 
street floor again and observed Nelson and 
Doyle leaving together. They turned east 
on Blake Street, and I turned east on Blake 
Street also, and was immediately in fmnt 
of them. We proceeded up the str.ee-i; ap-
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proximately 100 feet in that fashion, at which 
time I thought, for the purposes of the rec­
ord, that I should make some face-to-face 
contact with Mr. Nelson, and so I swung on 
my heel and started west on Blake Street, 
and in so doing I touched the· shoulder of 
Nelson. We both immediately pardoned each 
other, and I continued west on Blake Street, 
and my surveillance of the entire proceeding 
was at an end at that point. 

"Mr. APPELL. Mr. Murray, I show you a 
picture and ask you if you can identify the 
person on the left as you look at the picture 
as being that of Steve Nelson? · 

"Mr. MURRAY. Yes; that is Steve Nelson as 
slightly older than when I knew him. 

"Mr. APPELL. And that ls the individual 
you bumped into on Blake Street in Berkeley, 
Calif.? 

"Mr. MURRAY. Yes. 
"Mr. VELDE. Let that be marked "Murray 

Exhibit 1" and received in evidence. 
"Mr. RUSSELL. When you bumped into 

him, that was after he had left the residence 
of Joseph Weinberg? 

"Mr. MURRAY. Yes. 
"Mr. APPELL. I show you a. picture that 

. appeared in the Washington Post as of 
September 22, 1948, and ask if that is the 
individual you observed in the Blake Street 
residence with Steve Nelson? 

"Mr. MURRAY. Yes. I identify the picture 
as the · picture of Dr. Joseph Weinberg, and 
as the individual who was in his own apart­
ment sitting around the table with Mr. Nel­
son. 

"Mr. APPELL. And the individual you saw 
standing at a window of the apartment to­
gether with Steve Nelson, attempting to fix 
the window? 

"'Mr. MURRAY. Yes; that ls right." 
This witness furnished additional infor­

mation regarding the association of Steve 
Nelson and Joseph Weinberg which is not 
being set forth in this report. 
. The following ls a signed statement ob­
tained by committee investigators from 
George J . Rathman, whose name appears in 
the testimony of James Sterling Murray as 
one of the agents attached to the Manhat­
tan Engineering District who accompanied 
him on the surveillance regarding the meet­
ing held by Nelson and certain other per­
sons in the apartment of Joseph Weinberg in 
Berkley, Calif.: 

"I have been interviewed concerning a sur­
veillance I conducted along with Harold 
Zindle and James Murray, who were at­
tached with me to the Manhattan Engi­
neering District as special agents, Coun­
terintelligence Gorps, in Berkeley, Calif. 

"On or about August 17, 1943, at approx­
imately 8:45 p. m., Harold Zindle, Murray, 
and myself arrived at an apartment house 
adjacent to the residence of the subject of 
this surveillance, Joseph w. Weinberg. Dur­
ing this surveillance I had occasion to ob­
serve the subject, Joseph Weinberg; a man 
identified to me as Steve Nelson; a woman 
identified to me as Bernadette Doyle; to­
gether with four or five additional persons 
whom I could not identify due to my point 
of observation, engaged in conversation. At 
approximately 9 :45 p. m., Joseph Weinberg 
and the man known to me as Steve Nelson 
appeared at the window of the second-story 
apartme_nt of Joseph Weinberg, closing the 
window and lowering the shade. At approx­
imately 10 p. m. on the night of this sur­
veillance Harold Zindle, Murray; and the 
undersigned left the roof of the apartment 
house and proceeded to the street where 
Murray and the undersigned saw Steve Nel­
son and Bernadette Doyle walking west on 
Blake Street from the direction of the sub­
ject's residence. 

"I am certain if I could observe Steve Nel­
son personally today that I would be able 
to identify him as the person who was 
present in the second-story apartment of 
Joseph Weinberg on the night of the sur­
veillance. ·•· 

"I have read the above statement and to 
the best of my knowledge and belief this 
statement is true in every respect. 

"G. J . RATHMAN." 
The following ls an extract from the testi­

mony furnished the committee by William 
S. Wagener, who was also attached to the 
Manhattan Engineering District: 

"Mr. WHEELER. Do you know an individual 
by the name of Bernadette Doyle? 

"Mr. WAGENER. Yes, sir. 
"Mr. WHEELER. Did she contact any scien-

tists employed by the radiation laboratory? 
'.'Mr. WAGENER. Joseph· Weinberg. 
"Mr. WHEELE.R. On ho"w many occasions? 
"Mr. WAGENER. Just once. 
"Mr. WHEELER. Will you describe the meet­

ing? 
"Mr. WAGENER. One evening we were on 

physical surveillance, and we saw this woman 
whom we identified as Bernadette Doyle go 
up to the door of Joseph Weinberg and talk 
to him for a few minutes. She departed and 
got in her car. She had her car parked a 
block or so away. She got in her car and 
drove away. 

"Shortly after, Weinberg and his wife came 
out, got in their car, and drove around very 
suspiciously, stopping here and there, and 
apparently like they were going to contact 
someone, but they apparently did not meet 
the individual, whoever it was." 

The following is an extract from the testi­
mony furnished by Col. John L. Lansdale, Jr., 
who was also attached to the Manhattan 
Engineering District during the time agents 
of that district were conducting an investiga­
tion of Joseph Weinberg. Other than the 
statement set forth herein, Colonel Lansdale 
was unable to provide . the committee with 
further information because of the Execu­
tive order prohibiting him from furnishing 
information to a congressional committee: 

"Mr. RUSSELL. Are you familiar with the 
name Steve Nelson? 

"Colonel LANSDALE. Yes, sir. 
"Mr. RUSSELL. Do you recall the names of 

any scientists who were contacted by Steve 
Nelson? 

"Colonel LANSDALE. At least one; .yes. 
"Mr. RUSSELL. Who was that? 
••colonel LANSDALE. Joseph Weinberg." 
It is to be noted that the testimony of 

James Sterling Murray regarding the associa­
tion of Bernadette Doyle and Joseph Wein­
berg is corroborated by the signed statement 
of witness George J. Rathman and the testi­
mony of William S. Wagener. 

During the committee's examination of· 
witnesses Mr. and Mrs. Paul Crouch, it was 
developed that both of these individuals had 
attended Communist Party ·meetings with 
Joseph Woodrow Weinberg. Mrs. Crouch re­
called one particular meeting of the Young 
Communist League·which Weinberg attended 
and which was held in a private home. Wit­
ness Paul Crouch, who was the predecessor 
of Steve Nelson as Communist Party organ- . 
izer in Alameda County, Calif., identified 
Weinberg as a person who had attended the 
meeting of the Young Communist League, 
mentioned by his wife, and at least two or 
three other meetings of the Young Commu­
nist League which were held in a private 
home in Oakland, Calif. Neither of these 
witnesses, however, knew Weinberg's name. 
The testimony of Paul and Sylvia Grouch 
regarding their identification of Joseph Wein­

•berg is being printed and made a part o! 
this report.1 

The committee has additional evidence re­
garding the meeting held in the home of 
Joseph W. Weinberg during the month o! 
August 1943, but for obvious reasons all of 
the committee's evidence is not being incor­
porated in this report. 

1 See hearings regarding Communist Infil­
tration of Radiation Laboratory and Atomic­
Bomb Project at the University of California, 
Berkeley, Calif., vol. II (Identification o! 
Scien~ist X). 

RECOMMENDATION FOR PERJURY PROSECUTION 
Based upon the testimony set forth above 

and the testimony of other witnesses ap­
pearing before the committee, it is the com­
mittee's opinion that Joseph Weinberg made 
untruthful statements upon the three oc­
casions he appeared before the committee. 

Testimony before the committee and 
signed statements furnished to committee 
investigators indicate that Joseph Weinberg 
did not testify truthfully when he said: 

1. That he did not know Steve Nelson. 
2. That he did not know Bernadette Doyle. 
3. That he had never attended any meet­

ing of the Young Communist League, and 
that he had never been a member ·of the 
Communist Party. 

It is recommended that the Attorney Gen­
eral convene a special grand jury in the 
District of Columbia for the purpose of . 
hearing certain witnesses whose names will 
be furnished by this committee, and who 
have knowledge of the untruthful state­
ments made by Joseph Weinberg. 
WITNESSES INTERROGATED INCLUDED THOSE EM­

PLOYED ON ATOMIC BOMB PROJECT 
The committee has interrogated the fol­

lowing persons who were attached to the 
radiation laboratory at the University of 
California at Berkeley and who, while em­
ployed there, were performing work on the 
atomic bomb: 

Giovanni Rossi Lomanitz, !ormerly pro­
fessor of physics at Fisk University, Nash­
ville, Tenn. 

David Bohm, who is presently assistant 
professor of physics at Princeton University, 
Princeton, N. J. 

Ken Max Manfred, formerly known as Max 
Bernard Friedman, who is presently attend­
ing the University of California at Berkeley 
as a result of a scholarship granted him by 
the University of Puerto Rico amounting to 
$2,000 per year. Manfred is attending the 
University of California at Berkeley by vir­
tue of a leave of absence granted him by the 
University of Puerto Rico, where he is em­
ployed as an assistant professor of physics, 
in order to obtain a degree of doctor of 
philosophy. 

Irving David Fox, who is presently em­
ployed as a teaching assistant by the Uni­
versity of California at Berkeley. 

Joseph Wein.berg, who is presently em­
ployed as an assistant professor of physics 
at the University of Minnesota. Weinberg 
w~ born on January 19, 1917, at New York 
City, N. Y. He attended public schools in 
the Bronx, New York, and graduated from the 
DeWitt Clinton High School in New York 
City in 1932. During the years 1932 to 1936 
he attended City College in New York City. 
In 1937 he attended the University of Michi­
gan during the summer session, and during 
the academic year of 1938-39 he attended 
the University of Wiscons:n. During the 
years 1939-43 he attended the University of 
California, from which he received a doctor 
of philosophy degree. 

Frank Friedman Oppenheimer, whose res­
ignation from the University of Minnesota 
as an assistant professor of physics was re­
cently accepted by the university. 

Robert R. Davis, who was formerly em­
ployed by the Manhattan engineering dis­
trict at the University of California Radia­
tion Laboratories. 

Upon two occasions, witnesses David Bohm 
and Giovanni Rossi Lomanitz declined to 
answer questions regarding Communist 
Pc.rty membership and activities on the 
ground that to do so might tend to incrimi­
nate them. Witnesses Manfred and Fox de­
clined to answer questions regarding Com­
munist Party membership and associations 
on the occasion of their appearance before 
the committee on the ground that to do so 
might tend to incriminate them. Witness 
Robert R. Davis, on the occasion of his ap­
pearance before the committee, testified that 
he had been recruited into the Communist · 
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Party by 'Giovanni Rossi Lomanitz. Frank 
Friedm?-n Oppe,nheimer, upon the occasion 
of h is appearance before the committee, ad­
mitted former membership in the Commu­
nist Party but declined to answer any ques­
tions pertaining to the Communist associa­
tions of other individuals. 

Mr. VELDE. Ml'. Speaker, the unani­
mous recommendation by the House Un­
American Activities Committee members 
for the prosecution of Dr. Joseph W. 
Weinberg for perjury was made abaut 
15 months ago. The Attorney General 
was furnished with names of witnesses 
who could substantiate the charge of 
perjury. I previously criticized the De­
partment of Justice for failure to bring 
grand-jury action in this particular case. 
I realize full well that the Attorney Gen­
eral would like to win every criminal case 
he tries, and that in many ways is a 
laudable amb5.tion. I realize further 
that the Department of Justice attor­
neys want to do all they can to preserve 
the rights and freedoms of individuals 
on trial and abhor conviction of an in­
nocent man; however, in this particular 
case it seems that the desire on the part 
of the Attorney General's office to pro­
tect the innocent is not being furthered 
in good faith. There is also another 
class of people whose rights must be 
considered, they .being the great major­
ity of American citizens who are loyal to 
our form of government. In my opinion 
this class of citizens also deserve 'pro­
tection against · those who are disloyal 
and those who would attempt to betray 
us to foreign nations. In any event, 
there is no reason why . the evidence 
which has already been assembled, part- ·· 
ly by the Attorney General's office· and 
partly by the Un-American Activities 
Committee, should not be immediately 
presented to the grand jury. If the 
grand jury, in conjunction with th,e At­
torney General's office handling the case, 
:feels there .is not sufficient eviden~e to. 
warrant the indictment for perjury of 
Dr. Weinberg, they can always vote a 
no true bill but some action should be 
taken by the Attorney General imme­
diately. After all, Dr. Weinberg is still 
teaching young men and women nuclear 
physics at the University of Minnesota. 
His innocense or guilt· should be deter-

. mined in accordance with the American 
system of jurisprudence and thus alle­
viate or substantiate any fear which 
might be in the minds of the officials of 
the University of Minnesota regarding . 
the loyalty of one of its instructors. 

At this point I would like to ask unani­
mous consent to insert exerpts from the · 
House Un-American Activities Report 
entitled "Report on Atomic Espionage, 
Nelson-Weinberg and Hiskey-Adams 
Cases" in the CONGRESSIONAL REQORD. 
This report deals directly with the case 
of Dr. Joseph W. Weinberg and should 
afford much food for thought. 

In closing I would like to say th~s. We 
are allowing our sons to fight on foreign 
soil to protect another country from 
communism. We are pouring billions 
into European countries to protect them 
from the further inroads of communism, 
endeavoring to stem and turn back the 
tide which has already threatened to 
engulf the whole of Europe. In the 
meantime, communism has been allowed 

to :flourish freely in our own country, or 
at least has not been checked to any 
appreciable extent. The American pub­
lic has shown that it is aroused over this 
problem, and it is time we kept faith with 
them. Do you think our young men are 
going to faithfully fight and die to rid a 
forefgn country of communism, only to. 
come home and then with equanimity or 
indifference face the ugly picture of com­
munism in their own country? Mr. 
Speaker, it should make us pause and 
think. 

EXTENSION OF REMARKS 

Mr. MARTIN of Iowa asked and was 
given permission to extend his remarks 

. and include an article entitled "A Tax­
Program To Support the Policy of Con­
tainment." 

Mr. GWINN asked and was given per­
mission to extend his remarks in two 
instances, and in one to include an edi­
torial from the New York Times. 

Mrs. HARDEN asked and was given 
permission to extend her remarks and 
include an editorial appearing in the No­
vember 29 edition of the Daily Clinton­
ian, edite.d and published by George 
Carey, of Clinton, Ind. · 

Mr. DOYLE asked and was given per­
mission to extend his remarks and in­
clude appropriate material. 

Mr. COUDERT <at the request of Mr. 
BYRNES of Wisconsin) was given permis­
sion to extend hfs remarks and include 
an address. 

Mr. McCORMACK asked and was 
given permission to extend his remal'ks 
and include an editorial. 

LEAVE OF ABSENCE 

By unanimous consent, . leave of ab- . 
sence was granted as follows: 

To Mr. MARSALIS, iude:finitely, on ac­
count of death in family. 

To Mr. KEARNS <at the request of Mr. 
CoR.BETT), on account of death in 
family. 

ADJOURNMENT 

Mr. McCORMACK. Mr. Sp~aker, I 
move that the House do now adj our:' . . 

The motion was agreed to; according­
ly <at 6 o'clock and 17 minutes p. m.) the 
House adjourned until tomorrow, 
Wednesday, December 6, 1950, at 12 
o'clock noon. 

· EXECUTIVE COMMUNICATIONS, ETC, 

Under clause 2 of rule XXIV, executive 
communications were taken from the 
Speaker's table and referred as follows: 

1768. A communication from the President 
of the United States, transmitting proposed 
supplemental appropriations for the fiscal 
year 1951 in the amount of $934,000 for the 
Alaska Communication System (H. Doc. No. 
730); to the Committee on Appropriations 
and ordered to be printed. 

1769. A communication from the President 
of the United States, transmitting proposed • 

· supplemental appropriations for the fiscal 
year 1951 in the _amount of $5,068,000 for the 
National Advisory Committee for Aeronautics 
(H. Doc. No. 731); to the Committee on 
~ppropriations and ordered to b_e printed1 

REPORTS OF COMMITTEES · ON PUBLIC 
BILLS AND RESOLUTIONS 

Under clause 2 of rule XIII, reports of 
committees were delivered to the Clerk 

for printing and reference to the proper 
calendar, as follows: 

Mr. WILLIAMS: Committee on Post Office 
and Civil Service. Preliminary report (pt. 11) , 
pursuant to .House Resolution 114, -Eighty­
first Congress; without amendment (Rept. 
No. 2457, pt. II). Referred to the Commit tee. 

101: the Whole House on the State of the Union .. 
Mr. WILLIAMS: C.ommittee on Post Office 

and Civil Service: Preliminary report (pt. 
III) pursuant to House Resolution 114, 
Eighty-first Congress; without amendment 
(Rept. No. 2457, pt. III). Referred to the 
Committee of the Whole House on the State 
vf the Union. 

Mr. SPENCE: Committee on Banking and 
Currency. H. R. 9763. A bill to amend the 
Housing and Rent Act of 1947, as amended; 
without amendment (Rept. No. 3143) , Re­
ferred to the Committee of the Whole House 
on the state of the Union. 

Mr. MURRAY of Tennessee: Committee on 
Post Office .and Civil Service. S. 4102. An act 
i·elating to contracts for the transmission of 
mail by pneumatic tubes or other mechanical 
devices; without amendmeI).t (Rept. No. 
3144). Referred to the Committee of the 
Whole House on the State of the Union. 

Mr. MURRAY of Tennessee: Committee on 
Post Office and Civil Service. S. 3263. An 
act to amend Veterans' Preference Act of 
1944 with respect to certain mothers of vet­
erans; without amendment (Rept. No. 3145). 
Referred to the Committee of the Whole. 
House on the State of . the Union. 

Mr. MURRAY of Tennesse'e: ·committee 
on Post Office and Civil Service. . S.· 3654, 
An act to amend section· 3 of t .he Postal 
Salary Act of July 6, 1945; w}thout amend­
ment (Rept. No. 3146). . .Referred to the 
Committee of the Whole '.House on the State 
of the Union. 

Mr. MURRAY of Tennessee: Committee 
on ·Post Office and Civil Service. S. 3672: 
An act to amend section 3 (c) of the Civil 
Service Retirement Act so as to make the 
exclusion from such act of temporary em­
ployees of tl~e Senate and House of Repre­
sentatives inapplicable to such employees 
with one or more years of service; without 
amendment (Rept. No. 3147). Referred to 
the Committee of the Whole ljouse on the 
State of the Union. · 

Mr. MURRAY of Tennessee: Committee 
on Post Office and Civil Service. S. 3910. 
An act relating to the assignment of surplus 

·clerks in the postal transportation service; 
without amendment (Rept. No. 3148). Re­
ferred to the Committee of the Whole House 
on the State of the Union. 

Mr. SABATH: Committee on Rules. 
House Resolu_tion 874. Resolution for con­
sideration pf H. R. 9780, a bill providing the. 
privilege. of becoming a naturalized citizen 
of the United States to all aliens having a 
legal right to permanent residence; without 
amendment (Rept. No. 3149). Referred to 
the House Calendar. 

PUBLIC BILLS AND RESOLUTIONS 

Under clause 3 of rule XXII, public 
bHls and resolutions were introduced and 
severally referred ·as follows: . 

By Mr. RAMSAY: 
H. R. 9846. A bill to prohibit the importa­

tion of certain articles and products contain­
ing raw materials with respect to which pri- . 
orities have been established or allocations 
made under the Defense Production Act of 
1950; to the Committee on Banking and Cur­
rency. 

By Mr. REED of New York: 
H. R. 9847. A bill to amend section 22 (d) 

(6) of the internal Revenue Code; to tlie 
Committee on Ways and Means. 



1950 CONGRESSIONAL -RECORD-SENATE 16159 
By Mr. McCARTHY: 

H. R. 9848. A bill amending the Civil Serv­
ice Retirement Act of May 29, 1930, as amend­
ed; to the Committee on Post Office and 
Civil Service. 

By Mr. BARRETT of Wyoming: 
H. R. 9849. A bill granting the consent or· 

Congress to the States of Idaho, Montana, 
Nevada, Oregon, Utah, Washington, and 
Wyoming to negotiate and enter into a com­
pact for the disposHion, allocation, diversion, 
and apportionment of the waters of the Co­
lumbia River and its tributaries, and for 
other purposes; to the Committee on Public 
Lands. 

By Mr. BURDICK: 
H. R. 9850. A bill to increase the rates of 

basic compensation provided for Govern­
ment officers and employees by the Classifica­
tion Act of 1949, as amended; to the Com­
mittee on Post Oftice and Civil Service. 

By Mr. CLEMENTE: 
H. R. 9851. A bill to amend title 28, United 

States Code, to require Federal grand and 
petit jurors to take an oath of a,Uegiance, and 
for other purposes; to the Committee on 
the Judiciary. 

By Mr. LEONARD W. HALL: 
H. R. 9852. A bill to amend part I- of the 

Interstate Commerce Act so as to exempt 
therefrom any railroad which operates 
wholly within a State 1f 95 percent or more 
of its passenger revenues are derived from 
intrastate "tra~portation of passengers; to 
the Committee on Interstate and Foreign 
Commerce. 

By Mr. RICHARDS: 
H. R. 9853. A bill to promote the foreign 

policy and provide for the "defense and gen­
eral welfare of the United States by furnish­
ing emergen<;y relief assistance to Yugo­
slavia; to the Committee on Foreign Affairs. 

By Mr. WHITTINGTON: 
H. R. 9854. A blll to amend the act entitled 

"An act to provide better facilities . for the 
enforcement of the customs and immigra­
tion laws," approved June 26, 1930, as 
amended; to the Committee on Public 
Works. 

By Mr. FULTON: 
H. R. 9855. A bill to amend the act of July 

6, 1945, as amended, so as to reduce the 
number of grades for the various positions 
under such act; and for other purposes; to 
the Committee on Post Office and Civil 
Service. 

By Mr. RHODES: 
tr. R. 9856. A bill amending section 3 of 

Public Law No. 134, Seventy-ninth Congress; 
to the Committee on Post Office and Civil 
Service. 

By Mr. HELLER: 
H. R. 9857. A bill to grant certain benefits 

provided for veterans of World War II to 
persons on active service with the Armed 
Forces during the m111tary, naval, and air 
operations against the forces of North Korea, 
and for other purposes; to the Conim.ittee on 
Veterans' Affairs. 

By Mr. BUCHANAN: 
H. Con. Res. · 292. Concurrent resolution 

authorizing the printing of additional copies 
of House Report No. 3137; to the Committee 
on House Administration. 

H. Con. Res. 293. Concurrent resolution 
authorizing the printing of additional copies 
of hearings held before the Select Com­
mittee on Lobbying Activities; to the Com­
mittee· on House Administration. 

By Mr. LARCADE: 
H. Res. 873. Resolution providing for the 

payment of certain additional charges for 
telephone and telegraph service furnished 
Members of the House of Representatives 
during the fiscal year 1950; to the Committee 
on House Administration. 

By Mr. BUCHANAN: 
H. Res. 875. Resolution authorizing the 

printing of additional copies of House Re-

port No. 3138; to the Committee on House 
Administration. 

·PRIVATE BILLS AND RESOLUTIONS 

Under clause ·1 of rule XXII, private 
bills and resolutions were introduced and 
severally ref erred as ·follows: 

By Mr. ALLEN of California: 
H. R. 9858. A blll fo'r the relief of Mr. and 

Mrs. W. A. Kettlewell; to the Committee on 
the Judiciary. · 

By Mr~ ANGELL: 
H. R. 9859. A bill for the relief of Chikako 

Shishikura Kawata; to the Committee on. 
the Judiciary. 

By Mr. BUCKLEY of Illinois.: 
H. R. 9860. A bill for the relief of Mrs. Ida 

E. Horton; to the Committee on Post Offtce 
and Civil Service. 

By Mr. BUCKLEY of New York: 
H. R. 9861. A bill for the relief of Ciro 

Panariello; to the Committee on the Judi­
ciary. 

By Mr. McCORMACK: 
H. R. 9862. A bill for the relief of Joseph 

Saganich; to the Committee on the Judiciary. 
By Mr. WALSH: . 

H. R. 9863. A bill for the relief of Man Foon 
Tow; to the Committee on the Judiciary. 

SENATE 
WEDNESDAY, DECEMBER 6, 1950 

(Legislative, day of Monday, November 
27, 1950) . 

The Senate met at 12 o'clock meridian, 
on th~ expiration of the recess. 

The Chaplain, Rev. FreCierick Brown 
Harris, D. D., ottered the following 
prayer: 

Eternal Spirit, hope of the souls that 
seek Thee, strength of the souls that find 
Thee, pushed ·a~d pressed by grave ques­
tions and vexing problems we would bow, 
first of all, at this daily altar dedicated 
to the far look. Before our eyes may 
there tower those lofty and eternal veri­
ties that outlast the strident noises of 
any day. 

The world about us is full of wild com­
motion, the clamor of the violent, the 
dark deeds of the ruthless and the agony 
of uncounted hosts of Thy children, 
haunted by nameless dread and ground 
in the oust of tyranny. We cannot ade­
quately face such a world and make our 

· humble contribution to the healing of its 
tangled, tragic state unless our · faith iri 
Thy power to make even the wrath of 
man praise Thee and in the ultimate vic­
tory of Thy purpose is kept untarnished. 

"Lord, in this hour or' tumult, 
Lord, in this night of fears; 
Keep open, 0 keep open, 
Our eyes, our hearts, our ears." 

·We ask it in the dear Redeemer's name. 
Amen. 

THE JOURNAL 

On request of Mr. MAGNUSON, and by 
unanimous consent, the reading of the 
Journal of the proceedings of Tuesday, 
December 5, 1950, was dispensed with. 

MESSAGES FROM THE PRESIDENT -

Messages in writing from the Presi­
dent of the United States submitting 
nominations were communicated to the 
Senate by Mr. Hawks, one of his ~ecre­
taries. 

MESSAGE FROM THE HOUSE 

A message from the House of Repre­
sentatives, by Mr. Maurer, one of its· 
reading clerks, announced that the House 
had passed a bill <H. R. 9827) to provide 
revenue by imposing a corporate excess 
profits tax, and ·for other purposes, in 
which it requested the concurrence of the 
Senate. 

The message also announced that the 
House had agreed to the concurrent res­
olution <S. Con. Res. 105) authorizing 
the appointment of a committee to at­
tend the general meeting of the ·com­
monwealth Parliamentary Association 
to be held in Australia or New Zealand. 

ENROLLED BILLS 'SIGNED 

The message further announced that 
the Speaker had affixed his signature to 
the following enrolled bills, and they 
were signed by the President pro tem­
pore: 

H. R. 483. An act to extend the time limit 
within which certain suits in admiralty may 
be brought against the United States; and 

H. R. 2365. An act for · the relief of the 
city of Chester, Ill. · 

LEAVE OF ABSENCE 

On his own request, and by unanimous 
consent, . Mr. CAIN was excused froni at­
tendance on the sessions .of the Senate 
from the close of business December 14 
throu~h the remainder of 1950. 

MEETING OF COMMITTEE DURING 
SENATE SESSIONS 

On request of Mr. CIIAVEZ, and by 
unanimous consent, a ·subcommittee of 
the Committee on Labor and Public 
Welfare was authorized to meet during 
the sessions of the Senate on Thursday 
and Friday of the present week. · 

CALL OF THE ROLL 

Mr. MAGNUSON. I suggest the ab­
sence of a quorum. 

The PRESIDENT pro tempore. The 
Secretary will call the roll. 

The roll was called', and the following 
Senators answered to their names: · 
Aiken 
Anderson 
Brewster 
Bricker · 
Butler 
Byrd 
Cain 
Capehart 
Chapman 
Chavez 
Clements 
Connally 
Cordon 
Donnell 
Douglas 
Dworshak 
Eastland 
Ecton 
Ellender 
Flanders 
Fulbright 
George 
Gillette 
Gurney 
Hayden 
Hendrickson 
Hickenlooper 

Hill Morse · 
Hoey Mundt 
Holland Myers 
Hunt Neely 
Ives Nixon 
Johnson, Tex. O'Conor 
Johnston, S. C. O'Mahoney 
Kefauver Pepper 
Kem Robertson 
Kerr Russell 
Kilgore Saltonstall 
Know land Schoeppel 
Langer Smith, Maine 
Leahy Smith, N. J. 
Lehman Smith, N. C. 
Long Stennis 
Lucas Taft· 
McCarran Taylor 
McCarthy Thomas, Okla. 
McClellan Thomas, Utah 
McFarland Thye 
McKellar Tydings 
McMahon Watkins 
Magnuson Wherry 
Malone · Wiley 
Maybank Williams -
Millikin Young 
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